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BEFORE THE

| LLI NOI S COMMERCE COMM SSI ON

CENTRAL | LLINO S LI GHT COVMPANY
d/ b/ a AmerenCl LCO

Proposed general increase in
electric delivery service rates.

CENTRAL | LLI NO S PUBLI C SERVI CE
COMPANY d/ b/ a Amer enCl PS

Proposed general increase in
electric delivery service rates.

| LLI NOI S POWER COMPANY d/ b/ a
Amerenl P

Proposed general increase in
electric delivery service rates.

CENTRAL | LLINO S LI GHT COWVMPANY
d/ b/ a AmerenCl LCO

Proposed general increase in gas
delivery service rates.

CENTRAL | LLI NO S PUBLI C SERVI CE
COMPANY d/ b/ a Amer enCl PS

Proposed general increase in gas
delivery service rates.

| LLI NOI S POWER COMPANY d/ b/ a
Amerenl P

Proposed general increase in gas
delivery service rates.
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Monday, June 9,

DOCKET NO.

07-0585

DOCKET NO.

07- 0586

DOCKET NO.

07- 0587

DOCKET NO.

07-0588

DOCKET NO.

07- 0589

DOCKET NO.

07- 0590
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2008
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Met, pursuant to notice, at 9:00 a.m

BEFORE:

MR. JOHN ALBERS, Adm nistrative Law Judge
MR. J. STEPHEN YODER, Adm nistrative Law Judge
MS. LISA TAPI A, Adm nistrative Law Judge

APPEARANCES:

MR. CHRI STOPHER W FLYNN
MR. MARK A. WHITT

MS. LAURA EARL

MR. ALBERT STURTEVANT
JONES DAY

77 West Wacker, Suite 3500
Chicago, Illinois 60601-1692

(Appearing on behal f of
Petitioners)

MR. EDWARD C. FI TZHENRY

MR. MATTHEW R. TOMC

Cor porate Counsel

1901 Chout eau Avenue, Mail Code 1310
St. Louis, M ssouri 63166- 6149

(Appearing on behal f of
Petitioners)

MR. PHILLI P A. CASEY

SONNENSCHEI N, NATH & ROSENTHAL

233 South Wacker Drive, Suite 7800
Chicago, Illinois 60606

(Appearing on behal f of
Petitioners)
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APPEARANCES: (Conti nued)

MS. JANI'S VON QUALEN

MS. LINDA M BUELL

MR. JAMES V. OLI VERO

Office of General Counsel
527 East Capitol Avenue
Springfield, Illinois 62701

(Appearing on behalf of Staff
wi tnesses of the Illinois
Commerce Comm ssi on)

MR. RI CHARD C. BALOUGH

Attorney at Law

53 West Jackson Boul evard, Suite 936
Chicago, Illinois 60604

(Appearing on behalf of the
Cities of Champaign, Urbana,
Decat ur, Bl oom ngton,
Monticell o and the Town of
Nor mal )

MR. JOHN B. COFFMAN

JOHN B. COFFMAN, LLC

871 Tuxedo Boul evard

St. Louis, M ssouri 63119- 2044

(Appearing on behalf of AARP)

KAREN LUSSON

ELI AS D. MOSSOS

KRI STI N MUNSCH

. JANI CE DALE

Attorney General's Office

100 West Randol ph Street, 11th Fl oor
Chicago, Illinois 60601

0D 0

(Appearing on behalf of the
Peopl e of the State of
I11inois)
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APPEARANCES: ( Conti nued)

MR. ALAN R. JENKI NS

JENKI NS AT LAW LLC

2265 Roswel | Road, Suite 100
Marietta, Georgia 30062

(Appearing on behalf of The
Commerci al Group)

MS. JULI E SODERNA

MS. KAVI TA CHOPRA

309 West Washington, Suite 800
Chicago, Illinois 60606

(Appearing on behalf of the
Citizens Utility Board)

MR. W LLIAM P. STREETER

HASSELBERG, W LLI AMS, GREBE, SNODGRASS & Bl RDSALL

124 Sout hwest Adams, Suite 360
Peoria, Illinois 61602

(Appearing on behalf of the
Grain & Feed Associ ation of
I11inois)

MR. ERI C ROBERTSON

MR. RYAN ROBERTSON

MR. CONRAD REDDI CK

LUEDERS, ROBERTSON & KONZEN
P. O. Box 735

1939 Del mar Avenue

Granite City, Illinois 62040

(Appearing on behalf of the
Il 1inois Industrial Energy
Consumers)
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APPEARANCES:

MR. RANDALL
BRACEWELL &

Washi ngt on,

MR. KURT J.

(Conti nued)

S. RICH

Gl ULI ANI, LLP
2000 K Street Northwest

D. C. 20006

(Appearing on behalf

of

Constell ati on NewEnergy - Gas

Di vi si

BOEHM

BOEHM, KURTZ & LOWRY
36 East Seventh Street,

Ci nci nnati ,

Ohi o 45202

(Appearing on behalf

Kr oger

on)

Suite 1510

Conpany)

SULLI VAN REPORTI NG COMPANY, by
Carla J. Boehl,

Ln.

#084-002710

Reporter

of

t he
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I NDEX

W TNESS DI RECT CROSS REDI RECT RECROSS
CRAI G NELSON
By M. Flynn 95 218
By Ms. Von Qual en 98 222
By Ms. Lusson 126
By M. E. Robertson 179 223
By M. Coffman 200
By Ms. Soderna 214
By Judge Al bers 218
KATHLEEN C. McSHANE
By M. Flynn 229
By M. Oivero 231
M CHAEL ADAMS
By M. Flynn 245 331
By M. Oivero 248
By Ms. Von Qual en 249/
317
LEONARD M. JONES
By M. Fitzhenry 338
By M. Bal ough 341
By M. Boehm 354
By M. E. Robertson 360
By M. Jenkins 373
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EXHI BI' TS

| CC Staff Group 1

AG Cross 1

AG Cross 2

AG Cross 3

Kroger Cross 1.0
Comercial Group Cross 1

AmerenCl| LCO 2. 0E, 2.0G
AmerenCl PS 2. 0E, 2.0G
Amerenl P 2. OE, 2.0G
Amer enCl| LCO 5. 0E, 5.0G
AmerenCl PS 5. 0E, 5.0G
Amerenl P 5. OE, 5.0G
AmerenCl| LCO 7. 0E, 7.0G
AmerenClI PS 7.0E, 7.0G
Amerenl P 7. 0E, 7.0G
AmerenCl| LCO 12. 0OE

Amer enCl PS 12. OE
Amerenl P 12. OE

Ameren 3.10 Revi sed
Ameren 18.0 Second Revi sed
Ameren 21.0

Anmeren 22.0

Anmeren 26.0

Anmeren 42.0, 42.1, 42.2
Anmeren 45.0

Anmeren 46.0

Ameren 50.0

CNE- Gas 1.

CNE- Gas 2
CNE- Gas 3.
CNE- Gas 4
Kroger 1.0, 1.1, 1.2
Kroger 2.0

AARP 1.0

AARP 2.0

MARKED

91
142
161
166
355
379

E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket

E- Docket

E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket
E- Docket

ADM TTED

91
227
227

383
383

227
227
227
336
336
336
244
244
244
383
383
383
244
227
336
244
383
227
336
244
383

314

314
314
314
315
315
317
317
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PROCEEDI NGS

JUDGE ALBERS: By the authority vested in ne by
the Illinois Commerce Comm ssion, | now call Docket
Numbers 07-0585 through 07-0590. These dockets
concern a general increase in rates for delivery
services submtted by Central Illinois Light Conpany,
Central 1llinois Public Service Company and Il1linois
Power Conpany, all part of the Ameren Corporation.

May | have the appearances for the
record, please?

MR. FLYNN: Chri stopher W Flynn, Mark Whitt,
Laura Earl, Albert Sturtevant, Jones Day, 77 West
Wacker, Suite 3500, Chicago, Illinois 60601, on
behal f of the Respondent Anmeren Illinois utilities.

MR. FI TZHENRY: Edward Fitzhenry and Matt Tonc,
T-O-M-C, 1901 Chouteau Avenue, St. Louis, M ssouri,
on behalf of the Ameren Illinois utilities.

MR. OLI VERO: Appearing on behalf of the Staff

wi tnesses of the Illinois Commerce Conmm ssion, Linda
M. Buell, Janis E. Von Qual en, Janmes O ivero, 527
East Capitol Avenue, Springfield, Illinois 62701.

MR. E. ROBERTSON: Eric Robertson, Ryan
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Robertson and Conrad Reddick, Lueders, Robertson and
Konzen, P.O. Box 735, 1939 Delmar, Granite City,
I'llinois 62040, on behalf of the Illinois Industrial
Energy Consumers.

MS. LUSSON: On behalf of the People of the
State of Illinois, Karen Lusson, L-U-S-S-O N, 100
West Randol ph, 11th Floor, Chicago, Illinois 60601,
al so Elias Mossos and Kristin Munsch, M U-N-S-C-H.
Mossos is M-O-S-S-O0-S, as well as Janice Dal e,

D- A-L-E, on behalf of the People of the State of
I'l'linois.

MR. BALOUGH: Good morni ng, Your Honors.

Ri chard C. Bal ough, 53 West Jackson Boul evard, Suite
936, Chicago, Illinois 60604, appearing on behalf of
the Cities of Chanmpaign, Urbana, Decatur,

Bl oom ngton, Monticello and the Town of Normal.

MR. STREETER: Good nmorning. WIlIliam Streeter,
S-T-R-E-E-T-E-R, address is 124 Sout hwest Adans in
Peoria 61602 for the Grain and Feed Associ ation of
I'llinois.

MR. RI CH: Good morni ng, Your Honors. Randal

S. Rich of Bracewell and Giuliani, LLP, 2000 K Street
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Nort hwest, Washi ngton, D.C. 20006, on behal f of
Constell ati on NewEkEnergy-Gas Division, LLC.

MR. JENKI NS: Good morning. Alan Jenkins, 2265
Roswel | Road, Marietta, Georgia 30062, on behalf of
The Conmmercial Group.

MR. BOEHM Good nor ni ng. Kurt Boehm 36 East
Seventh Street, Cincinnati, Ohio 45202, appearing on
behal f of the Kroger Conmpany.

MS. CHOPRA: Good nor ni ng. Kavi ta Chopra and
Julie Soderna, 309 West Washington, Suite 800,
Chicago, Illinois 60606, on behalf of the Citizens
Utility Board.

MR. COFFMAN: Let the record reflect the
appearance of John V. Coffman, 871 Tuxedo Boul evard,
St. Louis, Mssouri 63119, appearing on behal f of
AARP.

JUDGE ALBERS: Any others?

MR. FI TZHENRY: | would make the observation |
think now there are nore |lawyers in this case than
wi t nesses.

JUDGE ALBERS: Thank you, M. Fitzhenry. Let

the record note there are no others wi shing to enter
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an appearance.
As far as prelimnary matters, | have
a few !l would Iike to go through. The first concerns
a notion, or an anmended notion rather, that we
received on June 6 fromI|IIEC. That was an amended
motion to admt into the evidentiary record certain
docunents and schedules from the Ameren conpani es'
standard filings. M. Robertson, as part of that
motion did you have any thoughts on how it would be
moved into the record as far as a sponsoring w tness?
MR. ROBERTSON: Well, as | recollect, the -- |

don't know how the Conpany feels about this, but they

had a party, | forget the name of the person who was
identified as sponsoring this study. | think that
woul d be the appropriate way to do it. | guess |

could have ny witness do it since he reviewed the
study. It would seemto be nore appropriate to have
t he Conpany witness do it.

MR. FITZHENRY: There is no Conpany witness
that is in this case that actually did the studies.
M. Difani and Ms. Althoff were responsible for the

electric and gas studies respectively. But we have
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no objection. Just to be fair to the bench and the
record, we don't have a witness here today or this
week that could actually authenticate the study.

JUDGE ALBERS: OCkay. Any other concerns or
obj ections regarding I1EC' s witness or notion rather?
No. All right.

Woul d the Conmpany be willing to have
one of those two individuals who prepared the study
submt an affidavit here?

MR. FI TZHENRY: |s that a question?

JUDGE ALBERS: Yes.

MR. FI TZHENRY: Yes, we would be willing to do
t hat .

JUDGE ALBERS: Who did you say again were the
two witnesses? M. Difani and --

MR. FI TZHENRY: M. Bill Difani for the
electric study and Ms. Karen Althoff for the gas
study. We will have that done in the next day or so.

JUDGE ALBERS: Thank you. We will wait until
we get those affidavits, and we will come back to the
motion then.

And nmy other prelimnary matters
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concern just some housekeeping type stuff from our
| ast hearing. We had Staff's two notices of
objections to confidential designations. As I
recall, the Conpany was going to give that some
further thought.

MS. VON QUALEN: The Conpany did get back to
Staff and indicated that they did not object to Staff
filing that information publicly. And so | think
| ater this afternoon Staff is going to file revised
exhibits of Ms. Ebrey and M. Lounsberry. | think
this afternoon; it could be tomorrow.

JUDGE ALBERS: That's fine.

MS. VON QUALEN: There will be an errata with
it. There is one other word change in Ms. Ebrey's,
but other than that the revised exhibits are going to
reflect the deviations in the designation.

JUDGE ALBERS: OCkay, thank you. And with
regard to the Staff Motion to Conpel that we received
on June 3, has that been resolved, shall we say?

MS. VON QUALEN: Yes, it has, Judge.

JUDGE ALBERS: Okay. There is no need for a

ruling on that. Any other prelimnary matters?
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MS. VON QUALEN: Yes. As | nmentioned before
when on the record, Staff has Staff Group Exhibit 1
whi ch consists of a nunmber of data request responses
whi ch the Company has agreed to stipulate to and put
in the record. W have copies of those for the
judges and for counsel. | don't know if you want us
to comment on that now or --

MR. FITZHENRY: Jan, it is nmy recollection that
one or more of those data request responses were
confidential .

MS. VON QUALEN: One of them was.

MR. FI TZHENRY: One of them was, and we woul d
expect the treatment accordingly.

MS. VON QUALEN: Shall | read off the nunbers
for the data request responses so that everybody is
cl ear what they are?

MR. FI TZHENRY: It's your choice.

JUDGE ALBERS: Why don't you go ahead and do
t hat, please?

MS. VON QUALEN: Staff Group Exhibit 1 includes
t he Conpany responses to ENG 2.221, JF 6.01 through

6. 03, RP 15.01 and McShane WP9, AG 3.03 and 3.03(d)
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Attached, TEE 19.19 which has been desi gnated as
confidential, TEE 2.32, TEE 21.03 and all attached,
TEE 21.04 and all attached, TEE 21.06, TEE 18.08, RP
16.07 and attached, RP 4.15 Supp, and current Rider T
for CILCO.

JUDGE ALBERS: Thank you. Are you moving for
adm ssion now?

MS. BUELL: Yes.

JUDGE ALBERS: Are there any objections to the
adm ssion of Staff Group Exhibit 17

MR. FI TZHENRY: No obj ection.

JUDGE ALBERS: Do you have copies of that for
everyone? Or that's just a little bit bigger than
the one | saw up there. I|f you want to wait until a
break, take tinme, then feel free, if no one has any
obj ections about not having it right away.

(WMhereupon I1CC Staff Group
Exhibit 1 was marked for

pur poses of identification and
admtted into evidence.)

JUDGE ALBERS: Any other prelimnary matters?

Okay.
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MS. VON QUALEN: | had one other thing that |
just wanted to mention.

JUDGE ALBERS: | am sorry, is that just
subm tted on paper or is that on e-Docket as well?

MS. VON QUALEN: Paper is all we have done.

| just wanted to nmention this. I
believe there will not be a problemwith it, but | do
just want it to be of record. | mentioned at the
moti on hearing |ast week that Staff had not received
the verification for the Ameren data request
responses. We did begin to receive the
verifications. The verifications are not conpl ete.
We assume that they are going to be conplete within a
day or two or sonething. But | just wanted the court
to be aware that as of right now it is not and, of
course, if we were not able to get verifications for
data request responses, Staff would probably make
some type of nmotion. It would affect the evidence
and Staff's position in the case.
As | said, | don't foresee that there

is going to be a problem but | just want to make

sure of that up front.
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MR. FLYNN: We have discussed this with Ms. Von
Qual en, and there should not be any problem

JUDGE ALBERS: Very good, thank you. Anything
el se? Okay.

MR. RICH: Your Honor, Randall Rich for
Constell ati on NewEnergy-Gas Division. What is your
preferred procedure for admtting the testinmny and
exhi bits of witnesses for whom there is not going to
be any cross exam nation?

JUDGE ALBERS: If the person has the affidavit
handy, we can take care of that whenever we have a
break or a lull in the proceeding. If there is no
affidavit available just yet, we will identify it
with a number for the record, and usually the parties
are confortable with it nmeaning testimny, know ng
that the identified affidavit will be submtted
shortly. We can take that up as it arises.

| don't think on the schedule we have
there was -- those that had no testimny -- or, no, |
am sorry. Those that had no cross for them | don't
think they are listed on our daily schedule, but we

will try to work themin as we can. Does that sound
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right as far as the schedul e?

MR. FI TZHENRY: Sure.

JUDGE ALBERS: | think they are on there. Does
t hat kind of answer your question?

MR. RI CH: Yes, sir. | f possible I would |ike
to get ours in some time today.

JUDGE ALBERS: Do you have the affidavits with
you now?

MR. RI CH: No, Your Honor, | don't. My clients
are executing the affidavits. As soon as they are
executed, they will be filed. And is that acceptable
or do you need a hard copy here?

JUDGE ALBERS: You are going to file them on
e- Docket ?

MR. RI CH: Yes.

JUDGE ALBERS: That's fine. You shoul d get
them filed today, you think?

MR. RI CH: Yes, Your Honor.

JUDGE ALBERS: OCkay. Thank you. All right. I
think with that then we can call our first w tness
which | believe is M. Nelson.

MR. FLYNN: Yes, it is.
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JUDGE ALBERS: | think you can go ahead and
swear all four in who are lined up to testified to,
M. Nelson, Ms. McShane, M. Adams and M. Jones.

JUDGE YODER: Are they all in the room?

MR. ADANMNS: Ms. McShane is not.

JUDGE YODER: Wbould you raise your right hands?

(WMhereupon the witnesses were
duly sworn by Judge Yoder.)
CRAI G NELSON
called as a witness on behalf of Petitioners, having
been first duly sworn, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. FLYNN:
Q Good morning, M. Nelson.
A Good nor ni ng.
Q Woul d you please state your nanme and title
for the record.
A | am Craig Nelson, Vice President of
Regul atory Affairs and Financial Services.
Q M. Nelson, I'"lIl give the expedited

approach a try. In this proceeding did you prepare

95



10

11

12

13

14

15

16

17

18

19

20

21

22

and sponsor the followi ng testimny and exhibits:
Filed on e-Docket on November 2, 2007, AmerenClLCO
Exhibits 2. 0E and 2. 0G, AmerenClIPS Exhibits 2.0G and
2. 0E, and Anmerenl P Exhibits 2.0G and 2.0E, and al so
rebuttal testinony Ameren Exhibit 18.0 Second

Revi sed, and surrebuttal testinony Ameren Exhibit
42.0 Revised which has also been revised to reflect
the Judge's ruling striking certain of your
testinony, and Anmeren Exhibit 42.1 Revised, a 2006
AMS cost allocation?

A Yes, | did.

Q Wth any corrections that you may have
reflected on those revisions, are those testinmony,
pi eces of testinmony, and exhibits true and correct to
t he best of your know edge?

A Yes, they are.

MR. FLYNN: Judge, as | mentioned earlier, the
Conpany intends to make an offer of proof of certain
materials that were filed on e-Docket on May 27,
specifically Ameren Exhibit 42.0, page 16, |lines 296
to 308, and Ameren Exhibit 42.2.

Q M . Nelson, did you sponsor those materials
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as wel | ?

A Yes, | did.

Q And are those materials true and correct to
t he best of your know edge?

A Yes, they are.

MR. FLYNN: | also indicated, Judge, we wil
not be making an offer of proof of lines 314 to 328
on page 17 of Ameren Exhibit 42.0 which is
M. Nelson's surrebuttal testinony.

JUDGE ALBERS: We will take up the
adm ssibility follow ng cross exam nati on.

MR. FLYNN: All right. To the extent that |
may have forgotten, | nove for the adm ssion of those
materials that M. Nelson identified and swore to.

JUDGE ALBERS: Al'l right.

MR. FLYNN: And he is --

JUDGE YODER: You are only noving for the
adm ssion of second revised rebuttal testinmony, not
the initial or first revised, is that correct?

MR. FLYNN: That's correct, not withstanding
their inexplicable appearance on our exhibit |ist

which is soon to be revised shortly, or another
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filing cabinet will die. Thank you.

JUDGE ALBERS: VWho would |like to begin the

guestioning of M. Nelson?

MS. VON QUALEN: | have a few questions from

Staff.
CROSS EXAM NATI ON
BY MS5. VON QUALEN:
Q Good morning, M. Nelson.

A Good nor ni ng.

Q First, | would |like to refer you to --
Jan Von Qual en. | represent the Staff w tnesses of
the Illinois Commerce Conmm ssion. | have a few

guestions for you. They are not nmeant to confuse

you, and | don't think they wll.

If you would first | ook at

your

surrebuttal testimny at page 9, lines 155 to 157?

A | am there, thank you.

Q You say the Rider VBA formula is designed

to recover only the utilities' fixed costs that

ar e

reflected in the revenue requirement recovered via

the volunmetric delivery charge, is that

A That's correct.

correct?

am
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Q M . Nelson, in Appendix A to your direct
testimony you state you are a certified public
account ant ?

A Yes, | am

Q | assunme then that you took some basic
accounting classes |like principles of accounting,
whi ch had principles of accounting in them when you
were in school ?

A Yes, | did.

Q In those courses did you |earn the
difference between fixed and variable costs?

A Yes, | did.

Q Woul d you agree that the definition of a
fixed cost is an expense that tends to remain
constant in anount regardless of variations in volume
of activity such as real estate taxes, property
i nsurance, enployee benefit expense and depreciation
expense on buil dings?

A | am sorry, were those exanples of fixed
costs? | amreally not clear on your question.

Q Yes. Would you agree that those are

exampl es of fixed costs?
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A Yes, given a certain time frame, and |
don't know what time frame we are tal king about.

Q Yes, you agree that they tend to remain
constant in a given time frame?

A Yes, they remain constant over a given tinme
frame. Clearly, for one day they are constant. They
could be constant over one year. They could be
constant over a |onger period. Just clarifying that
some of those, yes, remain constant over a given time
period and could be considered fixed costs.

Q In fixed costs the expenses incurred are
substantially independent of the |evel of operations,
woul d you agree with that?

A In general that's correct, yes.

Q Al'l else being equal would these types of
costs remain fixed even if the utility expanded into
a new subdivision or the converse, if it |ost
customers due to an industrial plant closing?

A Some of them would. Some of them would
not . For exanple, you nentioned real estate taxes.
|f we expanded operations in a new subdivision,

obvi ously there would be nmore real estate taxes. | f
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we sold property, there would be | ess real estate
t axes.

Q Do the Ameren utilities include costs such
as real estate tax, property insurance, enployee
benefits costs and depreciati on expense in the
revenue requirements in these proceedi ngs?

A Yes, they do.

Q Are real estate tax, property insurance,
enpl oyee benefits costs and depreciation expense
recovered via the volumetric delivery charge of the
utility?

A | am not sure. M. Cooper, Ameren witness
Cooper -- | amthe policy witness on this subject and
M . Cooper would better understand which costs are
included in fixed costs and which ones are not.

Q Thank you, M. Nel son. Now i f you would
turn to Exhibit 2 and I am | ooking at page 6, |ine
127.

MR. FLYNN: Gas or electric or does it matter?

MS. VON QUALEN: | am | ooking at electric. I
don't think that it matters.

A | am t here.
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Q There you see where you state, "As | have
al ready menti oned, Ameren Services has a nunber of
i nherent cost advantages conpared to unaffiliated
service providers"?

A | see that, yes.

Q Staff is aware of the studies done by
M. Adanms in this case and in Ameren's previous rate
cases. But have the Ameren Illinois utilities
t hemsel ves in recent years conpared the costs charged
by AMS which is Ameren Services Conpany for
i ndi vidual services with the costs charged by
unaffiliated service providers?

A Clearly, we have for some of the Ameren
services costs. | know, for instance, that human
resources conpares their costs, benchmarks their
costs. | know that information technol ogy benchmarks
their costs on a regular basis. And | am sure there
are others. Yes, on an ongoi ng basis we do benchmark
our costs agai nst other conpanies.

Q Have the results of any of those studies
been provided in the record in this proceedi ng?

A | don't believe so because they were

102



10

11

12

13

14

15

16

17

18

19

20

21

22

pi ecemeal. And M. Adams' testinmny and studies
tried to capture the whole ball of wax.

Q How did the Ameren Illinois utilities
determ ne the prices fromthe unaffiliated service

providers when those studies were conducted?

A | am having a little bit of difficulty
under standi ng the question, but I will try to answer
it. The price for Ameren Services is determ ned

based on the general service agreement approved by
the Comm ssion. And so that's the price that the
utilities pay Ameren Services.

Q | must have m sstated my question. What |
meant to ask you was in those studies | just asked
you about if Ameren Illinois utilities thenselves
study what the costs are for receiving services from
an unaffiliated vendor. How did the Ameren Illlinois
utilities determ ne what the prices would be or the
costs would be fromreceiving services from an
unaffiliated source?

A | am sorry, | m sunderstood your question.
We use requests for proposals. For instance, in a

very recent study we conmpared a |ock box which is
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where customer payments are received and we did an
RFP asking for bids from an outside vendor, may be
mul ti ple vendors, and conpared that to doing it
internally. So on a routine basis we do RFPs to get
mar ket prices from non-affiliate conpanies.

Q Are there any other exanpl es besides the
| ockbox?

A Yeah, there are many exanples, and |
mentioned those in nmy testimny, Exhibit 2.0G
starting at line 201.

Q | am sorry, | didn't hear your |ine nunber.

A This is beginning at line 201 of ny direct
testinony, 2.0, and I list, I don't know, 10, 15
exanpl es, and there are nore exanpl es. For instance,
fairly recently we were outsourcing energy efficiency
support services and response support service. There
is a long list of exanples where Ameren Services
suppl ements its own enployees with services from
unaffiliated vendors, including the ones that | have
got in my testinmony.

Q Now, these exanples of other studies that

have been done, were the studies done by the Ameren
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Illinois utilities or were they done by the Ameren
Services Company?

A To which studies are you referring?

Benchmar ki ng studi es or requests for proposal? | am
not cl ear.

Q It doesn't matter. Ei t her one.

A | mentioned two benchmarking studies

previously, one for human resources and one for

i nformation technol ogy. If | remember correctly, in
t hose cases there is an outside group to which the
compani es supply informati on and our costs are
conpared to other conpanies, other sim/lar companies.
So we have an outside firm doing that.

And then in the case of requests for
proposal, that's done internally. W do draft the
request for proposal, mail it to vendors, and then
compare and analyze results.

Q So the itenms that you have on lines 203 to
212 that you previously directed nmy attention to,
t hat would be -- those studies or those inquiries
woul d have been done by Ameren Illinois utilities?

A Those were done by Ameren Services Conpany
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working with the Ameren Illinois utilities,

Q Were any of them done i ndependently by
Ameren Il linois utilities?

A | am not positive. | think the bul k of
them were joint decisions made by Ameren Services
Conpany and the Ameren Illinois utilities and other
affiliates, if it impacted the other affiliates.

Q Now | am | ooki ng at page 8 of the Exhibit 2
at line 194 where you say, "I should also mention
t hat Ameren Services selectively uses outside third
parties for purposes of cost control or service
delivery inprovements. It is important to note here
t hat the experience and subject matter expertise of
Ameren Services is often needed to properly devel op
out sourcing contracts and manage the ongoi ng
rel ati onship. Di rect outsourcing by the Ameren
Il linois utilities may require the devel opnent of
additional internal capabilities to effectively
manage the outsourcing arrangements which would add
additional costs."

Do you see that in your testimny?

A Yes, | do.
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Q Would it be accurate to say that the Ameren
Il1linois utilities do not yet have the internal
capabilities to effectively manage outsourcing?

A No, that would not be correct because we

out source nore than just these A&G type services that

we are tal king about here. The Ameren Illinois
utilities outsource many core functions within the
utilities thenmselves for services not provided by

Ameren Services Conpany. So we have the internal
capability in the utilities to do outsourcing, and we
rely on Ameren Services to help us in areas where

t hey have experti se.

Q So if | change ny question to say would it
be accurate to say that the Anmeren Illinois utilities
do not currently have internal capabilities to
effectively manage outsourcing of A&G would that be
correct?

A It would be correct in part because sone
A&G services are provided directly by the utilities
t hemsel ves and some are provided by Anmeren Services
Conmpany. And | have explained in my testinony that a

portion of our A&G costs are actually spent, recorded
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and booked at the utilities and some also then comes
from Ameren Servi ces Conpany. So when we think there
is a benefit for Ameren Services helping us, we go to
them  And when we think there is a benefit of doing
it internally, we do it internally.

Q | am confused then as to why you nmade the
statement that direct outsourcing by the Ameren
Illinois utilities may require the devel opment of
additional internal capabilities to effectively

manage the outsourcing managenment which would add

addi tional costs if Ameren Illinois utilities can do
SO Nnow.
A And as | just explained, | said they can do

it for some types of services, but there is a
benefit, a cost benefit, for using Ameren Services
with other types of benefits. And | can explain by
exanpl e. Let's just |look at the top two exanples on
l'ine 203 and 204 that both relate to information
technol ogy. We have a great deal of expert -- of IT
information technol ogy expertise in Ameren Services
Conpany. And we believe it is beneficial to

customers to let that group help us outsource these

108



10

11

12

13

14

15

16

17

18

19

20

21

22

two itenms and manage these two items for us, rather
than staffing up in the Ameren utilities thenmselves.

Q | am noving on to a different topic again.
Is it your understanding that M. Adams who is
testifying in this case is testifying on behalf of
the Anmeren Illinois utilities?

A Yes, he is.

Q One of the issues he is |ooking at is the
reasonabl eness of the AMS charges. Wuld you agree
with that?

A Yes, he does | ook at the reasonabl eness.

Q Woul d you agree that M. Adans' contract
do work in this case is actually between him or
Concentric Energy Advisers and Ameren Services
Conpany?

A | am not positive, but | accept that
subj ect to check.

Q So M. Adans' client in this case would be
Ameren Services, would you agree with that?

A His direct client clearly is Ameren
Services, but he is providing all of the service

directly for the Ameren Illinois utilities. So
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indirectly he is providing service to us. And it is
our rate cases that caused the need for the service
to be provided, and it is our request fromthe Anmeren
Illinois utilities to have Ameren Services hire him
to provide that service to us.

Q | understand that. So M. Adans is being
paid by Ameren Services to determ ne whether the

charges passed along by Ameren Services to the Anmeren

utilities are reasonabl e. Do you agree with that?
A He is being paid and the Anmeren Illinois
utilities are reimbursing AMS for all of his costs.

Q Thank you. Now i f you would turn to your
rebuttal testinony, Exhibit 18.0 Revised at page 19.
Looking at line 390, there is a question and answer
t here about the personnel who work solely for Ameren

IllTinois utilities, why are they enpl oyees of ANMS

rather than Ameren Illinois utilities. Do you see
t hat ?

A Yes, | do.

Q Have the Ameren Illinois utilities

performed an analysis as to whether there is a cost

associated with either of those, you reference,
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i nterconpany billings or the creation of an Illinois
only service conmpany?

A And your question relates to the transfer
of those 565 enployees | mentioned, and if they were
working for the Ameren Illinois utilities would there
be additional costs?

Q Yes.

A We have not performed that study, but what
| have said in ny surrebuttal testimny is that I
t hought of an alternative between rebuttal and
surrebuttal. And as | explained in my surrebuttal,
the alternative is to file a GSA, general services
agreement, with the Comm ssion and ask the Comm ssion
to approve letting us use service requests anmong the
three Illinois utilities, and using that approach |
don't believe there is any additional costs. | t
woul d just be exactly replicating what's done in
Ameren Services right now.

So all the service requests relating
to those 565 enpl oyees, exactly as they are right
now, is transferred to the three utilities, and we

woul d just replicate that. So | don't think there is
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any additional costs for customers.

Q And did | understand then your answer that
pretty much this reference to intercompany billings
and an Illinois-only service conpany, you have kind
of left that and you have noved on to this other
alternative GSA idea?

A That's correct. All three would work, but
we prefer the GSA the nost.

Q And there has been no study conducted as
far as the costs in the event there were the
interconpany billings and the creation of an
Il1inois-only service conmpany?

A There has been no study. And as |
explained in my surrebuttal testimny, there is no
study needed because there is no additional costs.
We are going to replicate exactly what we have.
Not hi ng changes.

Q Woul d you | ook at page 10 of Exhibit 42,

your surrebuttal? | am looking at line 172.
A | see it.
Q Where you say, "In particular, he does not

take into account the specific allocator approved by
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the Comm ssion in the GSA." Do you have a copy of
the GSA with you today?

A No, | don't.

Q This was attached to M. Lyon's testinmony
as Exhibit 6.1.

MS. VON QUALEN: May | approach the witness?

JUDGE ALBERS: Yes.

BY MS5. VON QUALEN:

Q M. Nelson, are you famliar with the GSA?

A Yes, | amin general.

Q And are you famliar with the -- are you
somewhat famliar with the allocators in the GSA?

A Somewhat fam liar. M. Adams and M. Lyons
are nmore famliar.

Q Well, we'll see what we can do with this.
And, obviously, if you can't answer the questions, we
will try someone el se.

Now, do you have with you today a copy

of M. Adans' testinmony?

A | do not.

MR. FLYNN: VWhich testinony did you want himto

| ook at?
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MS. VON QUALEN: | actually found a copy here,
and | am going to do a lot of cross on this, but |
need you to have this.

Q | am going to hand you page 127 of Appendi x
6 of M. Adams' testinmony.

MR. FLYNN: Is that to his direct?

MS. VON QUALEN: Yes, 5.14, Appendi x 6.

Q Have you seen that before?

A | have reviewed M. Adans' testinmony, the
testimony itself, and several of his exhibits. I
don't know -- | don't remember seeing page 127 of 197
bef ore, though.

Q But you are famliar with the format and
the type of information that's contained on this?

A Yes, | am

Q Woul d you agree that the project nane for
this is Adm n Support/Office EXP-Security?

A Correct.

Q And would you agree that the allocation is
called Indirect Function-039?

A Yes, | agree.

Q Are you aware whet her that specific
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allocator is contained in the GSA?

A No, | am not.

Q Can you find it in the GSA?

A | can look if you would Iike me to | ook.
Q | woul d, thank you.

A Based on a quick review | don't see this

specific allocator.

Q Did you I ook at the | ast page of the GSA.
It has the allocation nunbers and descriptions.
Woul d you take a | ook at that?

A Al right. | don't see a 039.

Q Now, if that allocator is not included in
the GSA, that specific allocator is not identified in
the GSA, in your opinion is Ameren prohibited from
using it?

A | don't know the answer to that question.
| guess | would like to suggest that you ask that
guestion of M. Adams or M. Lyons who sponsored this
document .

Q Thank you. Would you agree that the GSA
does contain an allocator called O&M Labor ?

A Could you point me to it, please?
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Q |f you | ook about four-fifths of the way
down the page, O005A?

A You are tal king about the second to the
| ast page?

Q Yes, | am sorry.

A That' s O&M what ?

Q O&M Labor ?

A | see it.

Q Are you aware of any provision in the GSA
t hat would prevent the use of an indirect allocator
entitled Indirect Function Non-Fuel O&M?

A Again, | just don't know. | am not the one
t hat sponsored this.

Q That's fine. | am going to conme up and
retrieve ny copy of that page.

MR. FLYNN: Are we finished with that document?

MS. VON QUALEN: Yes.

Q As a general matter are you aware of
whet her there are other pages within that Ameren
Exhibit 5.14, Appendix 6, that would also include
all ocators that are not included in the GSA? | am

asking if you know.
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A You will have to explain to nme what the
exhi bit that you just mentioned -- was that the GSA?

Q The exhibit | just mentioned is the one
where | took that page that | just took back from
you. Ameren Exhibit 5.14 is the service request
revi ew provided by Concentric?

A Yes, | amfamliar with those 197
documents, yes.

Q And do you know whet her there are any other
all ocations included on those 197 pages which are not
included in the GSA?

A | do not know.

Q Now | am moving away from that document.

If you would | ook at your surrebuttal testinony,
Exhi bit 42, page 13, and | ooking at |line 237 where
you state, "In fact, the Ameren Illinois utilities
received a disproportionate anount of services from
AMS." Do you see that?

A Yes, | do.

Q Can you identify anywhere on the record
where Ameren identified or explained those

di sproportionate services that Ameren Illinois
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utilities received?

A Yes.

Q And where woul d that be?

A | believe in my rebuttal testinony I
expl ai ned that there were over 500 enpl oyees, 500
pl us enpl oyees, providing service, exclusive service,
to the Illinois utilities. And then turning the page
on that surrebuttal testimony | talked again about
the five -- nore precise this time -- the 565
empl oyees who presently work for AMS and provide
services exclusively to the Ameren Illinois
utilities. And, of course, that number came from --
and then | also mention that number on the record in,
| believe, 42.1 in Footnote Number 2.

And the source of that information
came from a response to a data request | provided, PL
4. 02 Supplemental, where | actually identified the
565 empl oyees who work exclusively for the Ameren
Illinois utilities and identified 164 enpl oyees that
wor k excl usively for AmerenUE.

Q Did you provide anywhere in the record the

speci fics of what those enpl oyees do?
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A | believe | just described it in general
several places where | explained that they were
wor ki ng exclusively for the Ameren Illlinois
utilities, and the specific descriptions of what they
do is in the supplenental response to PL 4.02.

Q And is there anyplace on the record that
Ameren provides evidence to denonstrate that the
ot her Ameren subsidiaries received conparatively
fewer services?

A Yes, there is.

Q And where woul d that be?

A Line 232 of my -- of Exhibit 42 where | say
in contrast there are only 164 enpl oyees in Ameren
Servi ces Conpany working exclusively for AmerenUE.
So simple subtraction. There is 401 nore enpl oyees
in Ameren Services Conmpany providing exclusive
services to the Anmeren Illinois utilities as conpared
to the 164 in AmerenUE. So 400 extra in Ameren
Services providing service. That's why it is
di sproportionate.

Q So you provided the numbers, | understand

t hat . But did you provide anything from which Staff
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could review the nunbers and nmake a determ nati on as
to whether in fact those are the nunmbers that need to
be, those are the numbers that should be, and those

i ndi vidual s actually do work either for Ameren

Illinois utilities or their subsidiaries?
A Yes, | did.
Q Where is that?
A The suppl emental response to PL 4.02.
Q And you entered that into the record?
A That's not what you asked ne. You asked if

| provided them and | said yes.

Q Okay. And is there anyplace in the record
that that information is provided?

A | don't believe that -- | would have to ask
my attorneys. | don't believe that supplenmental 4.02
is in the record, subject to check.

Q Now, do you have with you a copy of your

suppl emental response to PL 4.027

A Yes, | do.

Q And Attachnments 1 and 2?

A | do, yes.

Q If you |l ook at Attachment 1, for the
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activity under each conmpany officer you identify the
services that are provided, is that correct?

A Al nmost . For each -- these people are not
necessarily all officers. Some are managers. But
they did provide the services for each of these
various functions, yes.

Q And you indicated that the reason these
services are provided through AMS is because it is
more efficient to provide the services for three
conpani es that to one individually, is that correct?

A That is correct.

Q In other words, there are efficiencies in

savings to be gained by having these 565 enpl oyees

provide services to all three Ameren utilities rather
t han just working for one of the utilities, is that
correct?

A Yes, that is correct, and we can achieve
the sanme efficiencies if we transfer these enpl oyees
to the Ameren Illinois utilities with the
Comm ssi on- approved general services agreenent.

Q Now, if you |l ook at Attachment 2, would you

agree that it provides a breakdown of the number of
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AMS enpl oyees who work exclusively for either the
Ameren Il linois utilities or AmerenUE in M ssouri?

A Yes, it does.

Q Woul dn't you agree that it is possible that
if the economes of scale are to be realized for
providing services to the three Ameren Illinois
utilities, even greater econom es could be realized

by providing those services to all four regul ated

Ameren utilities?

A No.

Q No ?

A No is the answer | gave you, Yyes.

Q Can you explain why not?

A Well, we have analyzed off and on in the
Ameren Il linois utilities and Ameren Services who

shoul d be providing services and striving for cost
contai nment and efficiencies. And in the case of

t hese, you are tal king about Attachnment 2, these 151
enpl oyees dedi cated exclusively to Anmeren Illlinois
and the 164 dedicated exclusively to UE, we have made
the decision it is nmost effective for those people to

concentrate on either the Ameren Illinois utilities
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or UE.

| can't speak for UE, but let ne speak
for the Ameren Illinois utilities. W decided that
it is nost effective and nost cost-efficient, nost

cost-effective, to have these 151 enpl oyees work

exclusively and be dedicated to the Ameren IIllinois
utilities, no different than if they work in the
Ameren Illinois utilities dedicated full time to

service there.
The only reason they are in Ameren

Services is so that we can allocate the costs anmong
the three.

Q Would it be correct to say that Ameren
Il linois utilities performed a study to make that
determ nati on?

A Performed a study to prove that it is --

Q Not to prove, to determne, to find out
whet her or not there would be econom es of scale by
using the enpl oyees across four utilities rather than
being in all of them?

A | am sorry, | was thinking while you were

asking. Have we or should we or what was the
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guestion?

Q | asked if you had.
A | think |I have already answered that. W
have not done a specific study. It's been a series

of thoughtful decisions over a period of tine as to
what's the nost cost-effective way to provide
service.

In sonme cases, for instance, for the
provision of information technol ogy services, we
agree that there are cost efficiencies for providing
service to four utilities. And other services, let's
just pick one right here, David Sheppard (sp), this
is from Attachment 2, Resource Managenent, you know,
we are tal king about | arge substation and
transm ssion projects on the Illinois side. It is
much more effective to have these peopl e dedicated
solely to our three Illinois utility substations and
projects for, we believe, for cost purposes and
reliability purposes. It would be inefficient, nore
costly and probably hamper reliability if we took
some of the time of these people and dedicated it to

UE.
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And so case by case we have made the
decision is it better for themto serve the Illinois
utilities exclusively or to share. Services such as
accounting, information technol ogy, treasury, we
agree, it makes sense to share them anmong the four.
But for these services we don't.

Q Do the Ameren Illinois utilities have
anything that they could provide for the record or to
Staff so that, rather than just know ng that Anmeren
Il1linois utilities have made that determ nation, an
anal ysis could be made, the decision could be
revi ewed, one would know how t hat decision was
arrived at?

A You could also ask that question. Yes, we
could do a study, of course. W could do a study.
But we could also do a study of the people who are
already in the Ameren Illinois utilities as to why
they are in the Ameren Illinois utilities. We don't
see the need for a study if they are already in there
or a study that they are in the service conmpany
solely for the reason of allocating costs. In either

case, whether they are in the Illinois utilities or
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they are in AMS, solely for the reason of allocating
costs, we don't think a study is necessary.

Q And one hasn't been performed?

A One has not been performed.

MS. VON QUALEN: Thank you, M. Nel son. | have
no further questions.

W TNESS NELSON: You are wel cone.

CROSS EXAM NATI ON

BY MS. LUSSON:

Q Good morning, M. Nelson.

A Good nor ni ng.

Q My nanme is Karen Lusson. | am here on
behal f of the Attorney General's office.

I|f you could turn your attention to

page 20 of your direct testimony, | think it is
either gas or electric. You di scuss there -- well,
first, let me backtrack, okay.

As | understand your rationale for the
pronotion of costs or revenue recovery riders in this
docket, is that cost recovery of certain elements of
your cost of service through base rates materially

t hreatens your ability to earn your authorized rates
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of return, is that correct?

A That's correct.

Q New, it is true, isn't it, that neither the
conpani es nor any of the Ameren wi tnesses have
conducted any research or devel oped any specific
financial projections to quantify the extent to which
Ri der VBA or Rider QP is needed in order to mtigate
any future earnings attrition?

A We have not done a study specifically on
how Ri der VBA would mtigate that. W have provided
evi dence, historical information, about how far we
are under -earning.

Q Okay. In terms of | ooking on a forward
| ooki ng basis, though, there is no particular study
associ ated with how Rider VBA m ght affect earnings
attrition, is that right?

A That's correct.

Q Is that also true for Rider QI P?

A That's correct. W have not done a forward
| ooki ng study.

Q Now, you also say, | believe it is at page

10 of your testinmony, that there currently is a
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significant |lag between the tim ng of changes in
costs and changes in rates. That's what's comonly
referred to as regulatory |lag, would you agree?

A Correct.

Q Generally speaking, would you agree that
regulatory lag is affected by how often a utility
files a rate case?

A That's one thing that does inpact.

Q Woul d anot her thing be whether or not a
utility chooses to file with a historical or a future
test year?

A That m ght be another, yes.

Q And if a utility chooses a future test
year, projected changes in cost revenues can be built
into rates; at least that's the main purpose of using
a future test year, is that right? Wuld you agree?

A That's one purpose, Yyes.

Q And to the extent that a conpany
successfully does that using a future test year,
woul d you agree that that m ght mnimze regul atory
| ag?

A It mght or it m ght not.
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Q Dependi ng on whether or not their
projections were accurate?

A Dependi ng upon that and upon cost increases
t hat were higher or |ower than projected. And that's
the beauty of a rider. It takes the guesswork out.

MS. LUSSON: | would nove that the wi tness be
instructed to respond to the question asked. He is
giving a speech.

JUDGE ALBERS: Keep that in m nd, M. Nelson.

BY MS. LUSSON:

Q Now, it is correct that the Ameren
utilities chose a historical test year for this
consol i dated docket, is that right?

A | am sorry, | was thinking about the ALJ's
coment . Yes, sir, | wll

Pl ease restate that.

Q It is correct that Ameren chose a
hi storical test year for purposes of this docket, is
t hat correct?

A That is correct.

Q Now, back on page 10 you go on to say that

during this time a utility can significantly
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under-earn its return, is that right?

A Could you show nme where | said that?
agree in general, but --

Q Line 253 on page 10.

A Yes, | did say that.

Q It is correct generally speaking that the
opposite can be true, isn't it, that during the time
of regulatory lag a utility can significantly over
earn or at |east over earn to sone degree with the
over-earnings then retained by sharehol ders?

A It is theoretically possible, yes.

Q Now, within the instant document would you
agree that regqulatory |lag has worked out well for
CIPS -- CILCO gas sharehol ders given that the conpany
currently -- or Ameren shareholders with respect to
Cl LCO gas, given that the Conmpany currently is over
ear ni ng?

A That has worked to our advantage, and
that's why we filed the gas rate case asking for a
decr ease.

Q I n your opinion if a conpany is earning
above its authorized return, would you agree that
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t hat conmpany has recovered its fixed costs?

A Possibly that's true. There could be other
reasons why it is over earning. It depends on
whet her you | ook at cost causation line item by |ine
item or not.

Q But to the extent if a utility is over
earning, certainly there are revenues comng into the
company that are covering its fixed costs, would you
agree?

A Correct.

Q In your opinion if a utility is earning
below its authorized return but is still earning a
profit, that is, revenues exceed expenses, is the
company recovering its fixed costs, all else being
equal ?

A No, | don't think I can agree with that.
Clearly, if it is under earning, you can't point to
any specific thing that it is recovering in full.

Q So you are disagreeing with me because of
the inability to correlate a specific fixed cost with
a specific revenue strean?

A That's correct.
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Q Is that the basis for your belief?

A That's correct.

Q Woul d you agree that, however, if a utility
is earning below its authorized rate of return but
revenues exceed its fixed costs, that -- strike that.
Let nme ask this.

Does the Company, does Anmeren, believe
t hat paying dividends is a fixed cost?

A In the m nds of investors | would think
they would think it is a fixed cost. And keeping
that in mnd, | believe management would al so

consider that it is a fixed cost, yes.

Q Do you believe the Comm ssion should
consider, it is appropriate to consider, dividends a
fixed cost of the utility, the payment of dividends?

A We are going to have to agree on the
definition of fixed costs. | believe the Comm ssion
shoul d consider the inportance of regular payment of
di vi dends so that the investment community continues
to provide equity and debt to the utilities for the
best interest of custonmers.

Q What would you list as utilities' fixed
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costs? | mean, fixed costs is used as a basis for
Rider VBA in this document. Can you sitting here
today |list everything that you would consider to be a
fixed cost?

A No, that's --

MR. FLYNN: Obj ection to the form of the
guestion. There was a question and then counsel made
a characterization which she then didn't ask the
wi tnhess to conmment on. It was just assumed. And
t hen she asked anot her question which may or may not
have been the same as the first question. There were
a |lot of nmoving parts.

MS. LUSSON: | will be happy to rephrase the
gquesti on.

JUDGE ALBERS: Thank you.

BY MS. LUSSON:

Q Is it the Conpany's position that it needs
Rider VBA in order to recovery its fixed costs due to
declines in usage per customer that the Conmpany sees
occurring?

A That's correct with one m nor exception.

It is our delivery service fixed cost, yes.
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Q So, generally speaking, what does the
Company consider to be the fixed costs of the Conpany
versus variable costs?

A As | answered earlier up here on the stand,
| would prefer to have our witness Bill Cooper answer
t hat . He knows specifically which costs are fixed
and which ones are variable that he wants to
include -- that we want to include in the rider, and
| would be specul ati ng.

Q Okay, | would be happy to ask him  Thank
you.

Now, page 20 of your testinmny at
lines 468 through 470, you state that declines in
usage when using a volumetric delivery charge as the
means of cost recovery cause a utility to
under-recover its Comm ssion-approved revenue
requirement, thereby causing a shortfall in earnings.
Do you see that?

A Yes, | do.

Q What do you nean by the word "shortfall"?
How do you define that word?

A A level of earnings that's less than the
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all owed -- the Comm ssion allowed permtted rate of
return on rate base.

Q Isn't it true that, all else being equal,
at the time of this reduced usage per custoner
overall revenues can increase due to increases in the
number of customers?

A | am sorry, can increase or did increase?

Q Can increase.

A It is possible that revenue can increase as
new customers are added to the system yes.

Q Isn't it also true that if the Conpany
reduces its | abor costs and thereby its cost of
service, it's variable cost of service, that a
shortfall may not occur if these savings offset usage
per customer decline, generally speaking?

A That's possi ble, yes.

Q Now, as | understand the Conpany's
decoupling proposal, it will adjust customer rates
each month to insure that a benchmark | evel of per
customer revenue is achieved, is that right?

A That's correct.

Q It is also true that if the decoupling
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formula is used, it does not track or account for
i ncreases in revenue associated with growth in the
number of customers, is that right?

A As | understand it, that's correct.

M . Cooper could better answer that question.

Q It is also true that the Conpany's
decoupling proposal does not exam ne what's happening
with the Company's cost of service on a nonthly
basis, does it?

A It does not, and that's why we have offered
the rate of return report to be filed with the
Comm ssi on.

Q Now, on page 20 you di scuss what you say
are the primary causes of gas delivery service sales
being different than forecasted usage which you
descri bed are weather, a general decline in natural
gas usage and response to targeted energy efficiency
programs, is that right?

A That's correct.

Q Now, the phrase "general decline in gas
usage," is it fair to say that that would be due to

either conservation, custonmers dialing down to save
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money, dialing down their thermostats, that is,
and/or the prevalence of nore energy efficient
appliances?

A It is primarily -- what | had in m nd when
| wrote that was primarily the latter. It is
customers replacing old, inefficient appliances with
more efficient appliances. And as | explained in ny
testinony, it is that no new uses for natural gas are
bei ng found. In fact, some people are switching to
the electrical side. So those two things account for
the decline in gas usage.

Q Per customer?

A Per custoner.

Q Now, the third response to targeted energy
efficiency programs you state hasn't had an i npact
yet, is that right, or at |east none that the Conpany
has measured?

A We have not neasured the inpact. It could
have i nmpacted us, yes.

Q What -- | know the Company is in the
process of putting together or proposing, at |east

assum ng it gets a decoupling rider, a gas energy
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efficiency program Does the Conmpany have any gas
energy efficiency prograns to speak of besides the
one being devel oped?

A Not to my knowl edge.

Q Have you or the Conpany ever nmeasured or
identified what the inpact is of weather in
particul ar on the declining per customer natural gas
usage versus other causes of the declines that you
have identified, the two other causes?

A | was going to say yes until you put the
addendum. Yes, we do weather normalize on a routine
basis. W do analyze the inpact of weather on per
customer usage. | don't know if we compare -- then
did you ask if there is a conparison of that to the
ot her two?

Q Yes.

A | don't know. | don't think we have any
specific data identifying general declines in natural
gas usage and, as | explained earlier, no specific
data on targeted gas energy efficiency measures. W
do have data, though, on weather.

Q So given the fact that you said you have
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data on weat her, do you know percentage-wi se, if you
divide it into three categories, targeted energy
efficiency programs, general declining natural gas
usage per customer and weat her, of those three what
percentage of that is weather, if you know?

A | don't know.

Q Did the Conpany ever consi der proposing a
weat her normalization rider, rather than the parti al
decoupling mechani sm proposed here?

A | don't remenber that being discussed in
the context of this rate case.

Q Was it ever discussed before the People's
gas rate order?

A We have talked for -- remember, | have been
around for a long time, since 1979 in the business.
And, yes, at CIPS and the Anmeren Services and now at
the Ameren Illinois utilities in general we have
t al ked about weat her normalization such as that, but
not recently, not in the context of this rate case.

Q Is it the Conpany's position that unless it
attains approval for Rider VBA towards gas delivery

utilities, it will no |onger be able to provide safe,
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reliable gas delivery service?

A | don't believe we have ever said that.

Q Now, at page 25 of your direct testinmony
you state that you will only invest the six and a
half mllion into energy efficiency prograns, for the
gas utilities, that is, if a decoupling rider is

approved, is that right?

A It is right in part. | said up to. I
can't find the line that you said, but |I said up to
six and a half mllion only if the Comm ssion

approves the decoupling rider.

Q Is it an all or nothing proposition? In
other words, if you don't get a decoupling rider wil
t he Conpanies still plan on investing in energy
efficiency prograns for its customers with respect to
any dol |l ar amount ?

A Keep in mnd as | answer that question that
we will obey all |awful Conm ssion orders. So if you
say -- it is all or nothing unless the Comm ssion
t akes sonme other action, yes.

Q It is correct, isn't it, that the Conpany

has not performed a study to determ ne whether a
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decoupling rider will reduce customer incentives to
turn down their thernostats or otherw se conserve
energy?

A We have not performed that particul ar
st udy.

Q It is correct, too, isn't it, that the
Conpany has not performed a study to determ ne
whet her a decoupling rider will renew customer
incentives to invest in nore energy efficient
appliances?

A No, we have not performed a study I|ike
t hat .

Q It is correct, too, isn't it, that the
Conpany has not performed a study to determ ne
whet her a decoupling rider will reduce customer
incentives to participate in any Conpany-sponsored
gas energy efficiency program?

A We have not performed a study along those

i nes.

Q Wth respect to your discussion of general
declines in natural gas usage per customer, | would
i ke to show you what | will mark as AG Cross Exhibit
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(Wher eupon AG Cross Exhibit 1
was mar ked for purposes of
identification as of this date.)
Now, AG Cross Exhibit 1 is a study
conducted by the American Gas Association entitled
Energy Analysis of the Forecasted Patterns in
Resi denti al Natural Gas Consumption 2001 through
2020. Now, M. Nel son, have you ever seen this study
bef ore?

A | have not seen it.

Q Okay. Now, you have just indicated you
have not seen this study. s Ameren a member of the
American Gas Associ ation?

A We are a member, and | have great respect
for the organization.

Q So | understand -- and just to clarify, |
am not going to be nmoving this study into the record
for the truth of the matter asserted, but | would
like to ask the witness some questions about this
study to see if he agrees with some of the

conclusions made in there.
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Now, if you look at the first page
there, this report states that per customer natural
gas usage has been declining since 1980. Would you
agree that the declines in natural gas usage per
customer have been going on for more than 20 years as
this report suggests?

A | have no reason to doubt that they have
been declining for 20 years.

Q Now, the report also states --

MR. FLYNN: Judge, | am sorry, if counsel is
not going to seek the adm ssion of this and is not
offering any statements in there for the truth of the
matter asserted, it seems to ne that she can sinmply
ask the wi tness whether he agrees with certain
concl usions, without referring to the study
what soever.

For exanmple, with respect to the | ast
gquestion, she could say, "Wuldn't you agree that
residential per customer or per residential customer
usage has been declining for 20 years."” In that
regard the reference to the study adds nothing to the

guesti on what soever. She can use it as her own
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gui del i ne. But there is no reason that we have to
continuously refer to a study that is not destined
for the record and by counsel's own adm ssion is not
being offered for the truth of the matter asserted.
We are simply cluttering the record here and maki ng
me antsy.

JUDGE ALBERS: Ms. Lusson.

MS. LUSSON: | certainly wouldn't want to make
you antsy.

MR. FLYNN: | know. It's abhorrent.

MS. LUSSON: But | would be happy to offer it
into the record for the truth of the matter asserted.
But | think that, given the fact that the w tness

said that he hasn't seen it before, he is not the

aut hor of the study, | wanted to clarify that prior
to the objection that | had antici pated.
But, secondly, | think the study is

useful for purposes of this witness and the questions
that | am asking him because | am -- you know, there
he has indicated that Ameren is a menber of the

Ameri can Gas Associ ation, he respects the

associ ation, and here in living proof is sone
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concl usi ons made by the American Gas Associ ation
regardi ng the phenomena of natural gas usage per
customer declining.

So | think it is helpful for the
purposes of the questions that | want to ask this
wi t ness.

MR. FLYNN: Judge, it may be hel pful to
Ms. Lusson. | don't think it is helpful to the
record. And while | have never net her before and |
am sure she is a very fine person, | don't know that
this is a study from the American Gas Associ ati on.
Sure, that's what it says but the witness hasn't
val i dated that. In fact, he has said that he has
never read the study. So the foundation has not been
| aid.

And, again, | suggest that counsel can
use whatever she wants as a guideline for her own
guesti ons. But to refer to this docunment for which
no foundation has been laid other than that the
Ameren utilities are menbers of the American Gas
Association, it is conmpletely inappropriate.

MS. LUSSON: Well, one nmore, if | could reply
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briefly. | think it was appropriate to give the
witness a context for my questions. That was the
purpose of it. | don't believe -- you know, | would
be happy to say do you have any reason to believe
that this is not a copy of the Septenmber 21, 2004,
study, if that would satisfy counsel's request for
more foundati on.

JUDGE ALBERS: Would that satisfy you?

MR. FLYNN: It woul dn't satisfy ne.

JUDGE ALBERS: | didn't think it would.

MR. FLYNN: But | think the standard is whether

it would satisfy you.

JUDGE ALBERS: Generally, I aminclined to
agree with you, M. Flynn. If you are not going to
be nmoving for adm ssion of it, if you want to refer

to that as the basis for your questions, that is
fine. But as far as beyond that, we are going to
rule as M. Flynn characterizes it.

BY MS. LUSSON:

Q M . Nelson, do you have any reason to
di sagree with the notion that -- an American Gas

Associ ation conclusion that usage per customer has
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been declining since 1980?

MR. FLYNN: Objection. It is not established
that the American Gas Association has reached that
conclusion. The question started out just fine. " Do
you have any reason to disagree with this notion?"

It is clear that what Ms. Lusson is attenpting to do
is validate the assumpti ons or conclusions stated in
her question with a study for which no foundati on has
been | ai d. So she is just trying to get the study
into the record without actually offering it.

Again, if she wants to ask the w tness
to agree with a particular proposition, okay, it is
her cross exam nati on. But she is trying to feed
this study into the record. It is conpletely
i nappropriate, and | thought we just established that
we couldn't do that.

MS. LUSSON: That is absolutely not true that |
amtrying to feed this study into the record. | am
using this as a basis for the question about usage
decline since 1980.

JUDGE ALBERS: Fine, but | see M. Flynn's

point and | agree with him that you can use that
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wi t hout referring to the study.

BY MS. LUSSON:

Q M . Nelson, do you -- in your opinion, has
natural gas usage per custoner been declining for at
| east 20 years?

A | am not positive. All | can say is that,
with certainty, is that if you ook at line 504 of ny
direct testinmony, | do explain what it has done since
June 30, 2002, and | can respond with certainty on
t hat . In 14 out of 15 cases there has been a
decline.

Q And do you have any reason to believe that
it hasn't been going on for |onger than 2002?

A | would speculate it has been going on
| onger.

Q Can you specul ate as to whether or not it
has been going on ten years, at |east ten years?

A | am not sure.

Q Now | would like to turn your attention to
your discussion of your Rider Q P. At page 9 of your
surrebuttal testimony, at line 141 you suggest

anot her nodification to Rider QP in response to
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concerns raised by M. Kahle and M. Brosch, do you
see that?

A Yes, | do.

Q And you indicate that the Company woul d be
willing -- there in that phrase, is Ameren advocating
t his change or not?

A Yes, we will advocate it. | think the
points they raise are valid and should the Comm ssion
approve this rider, | think that we should include
this provision.

Q Now, as | understand it, M. Cooper has
actually inserted the new | anguage you menti oned at
line 146 of your surrebuttal testimony into the new
QP tariff, is that right?

A | am not positive he has done that.

Q What is meant by your use of the word
"document ed” at line 1417

A What | am tal king about there is the

assumption that the Comm ssion would require the

Ameren Illinois utilities to file a cost benefit
study when they ask for recovery -- recovery through
Ri der QI P. And then by documented, | am inmplying
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that if such savings were identified in that cost
benefit study and if the Comm ssion directly approved
the results of that cost benefit study, then the
operational savings would be subtracted from the
revenue requirenment allowed in recovery.

Q So only savings identified in the cost
benefit study would be subtracted, is that right?

A Correct, and then assum ng such expense was
previously included in base rates.

Q Okay. So the Conpany woul d have the burden
of producing documentation for each expected O&M
savings offset for Rider QP investments, is that
right?

A Yes, the Conpany would have the burden of
proof for any type of costs it included to be
recovered through Rider QP.

Q Now, it is correct also that the Conpany
has not made any determ nation as to which capital
expenditure projects it will be proposing under Rider
QP, is that right?

A That is correct.

Q So, in fact, no cost benefit study has been
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done yet, is that right?

A That's correct.

Q On any particul ar project?

A For purposes of QI P recovery, yes.

Q Now, | ooking forward into that process,
woul d you agree that when a new investnment in
technology is made, it is quite possible for the O&M
savings to occur on a delayed basis well after the
technol ogy is depl oyed?

A It is possible, yes. As | point out in my
testi mony, though, nmost of system moderni zation
savings are not directly related to O&M savi ngs.
They are related to other things such as increased
reliability, more options for customers, etc.

Q How woul d the Conmpany, if there are
identified savings associated through investments
that will occur on a del ayed basis, how will the
Conpany go about correlating that savings with the
actual capital expenditure investnment that is
reflected in Rider Q P?

A It would have to be part of the documented

operational savings included in the cost benefit
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analysis. That's where the correlation would take
pl ace.

Q Now, for exanple, how would you insure that
| abor reductions over time, associated with new
technol ogy investnments, aren't just chal ked up to,
say, attrition?

A Well, once again, let's be specific with --
let's say that we want to go from meters that are
read by utility men versus two-way Smart nmeters that
are read electronically, and so we do a cost benefit
study on the advantages and costs and benefits of
that. And part of the savings that we would docunent
woul d be | abor savings. And that would be filed with
the Comm ssion. And those |abor savings may not
occur in year zero or year one, but they will occur
in some future year. We will identify them the
savings, and the Comm ssion would approve that as
part of its overall cost benefit analysis.

Q And in your opinion would the Conpany be
able to identify, you know, whether or not something
occurred in terms of |abor reductions as a result of

an Ameren policy to reduce | abor costs versus as a
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result of a specific AM investment?

A | think Ameren would, yes. When you do a
cost benefit study, you are estimating future savings
based on actions to be taken. And we would identify
both the estimted savings and the actions that would
achi eve those savings. After the fact, we can
identify whether those action steps had actually been
carried out. And if they have, one would assune that
t he savings would have occurred. And those would be
t he savings that we would roll back to custonmers.

Q And those roll backs would occur perhaps
not in the same year that the investment was made but
sometime in the future?

A It could be, yes.

Q Woul d there be any sort of timeline
associ ated with delayed savings associated with new
technol ogy i nvestnments?

A Yes, | think there would be. As | envision
a spreadsheet, for instance, that does the cost
benefit analysis, it would have year by year costs
and year by year savings.

Q And when | say timeline, | am tal king about
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atime -- perhaps | should have said a time limt.

| f savings occur down the line associated with AM
technol ogy, is there any sort of Ilimt on the number
of years that can pass before those savings can be
attributed to an investment that occurred, say, many
years before?

A There is an indirect one on this.

M . Cooper may have to answer this. But | believe
that -- trying to remember whether we offered this or
not . But | believe there is alimt as to how | ong

we woul d recover through Rider QP, if it was three
years or five years. | am sorry, that may have been
in response to a DR. | am not sure.

Q You are tal king about the recovery of the
financing of the project?

A | am tal king about recovery of QP
investments. And now that | think about it, | think
there was a DR that asked us how | ong would that go
on. And the response was, of course, until the next
rate case, when it is rolled into the rate case. And
there could be some |limter put on, such as a three

or five-year limter. Again, | don't remenber

154



10

11

12

13

14

15

16

17

18

19

20

21

22

whet her that was testinony or DR.

Q Does the Conpany know today when it will be
filing its next rate case?

A Not with certainty.

Q WIl the Comm ssion's approval of whether
or not the Conmm ssion approves Rider VBA and Ri der
Q P affect the Conpany's timng of its next rate
case?

A It will be one of the factors that the
Conpany uses to decide when to file the next rate
case, yes.

Q You woul d agree, wouldn't you, then, that
it is within the Company's control as to whether it
will file the next rate case unless otherw se ordered
by the Conmm ssion, isn't it?

A Well, it is clear that it is an action that
t he Conpany has to undertake. Events could occur,

t hough, that are out of our control that would cause
us to do that, to file a rate case.

Q Now, to your know edge is there anything in
Rider QP that imts the number of years that a

particul ar plant investment can be financed through
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Ri der QI P?

A As | explained earlier, | am not positive.
As | said, M. Cooper, | think, could answer that
gquesti on.

Q Now, one of the benefits | have heard from

ot her conpani es tal king about automated meter
infrastructure or AM is that it creates the ability
to renotely disconnect custonmers, is that your
under st andi ng?

A That's one of the benefits, yes.

Q And if that is the case, that would lead to
reduced uncollectibles, wouldn't it, potentially?

A Potentially it would, yes.

Q Uncol |l ectibles currently are factored into
the rates that ratepayers pay as part of the
utilities' cost of service for both gas and electric
utilities, aren't they?

A Correct.

Q So how would the Conpany go about measuring
t he savings associated with uncollectibles when
incorporating costs attributable to AM

infrastructure when incorporating that savings into
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the Rider QP surcharge mechani sm?

A | am not conpletely sure how it woul d.
Some of the things the Conmpany woul d consi der,
t hough, would be the number of hours or nunber of
days that are saved, how much earlier the
di sconnection is than if it were done manually and,
you know, what is the revenue inpact of that and the
time value of nmoney inmpact of that as well. So based
on certain assunmptions on the time period and the
cost of noney, some savings could be made.

Q But you are not exactly clear at this point
how exactly that would be done?

A That is correct.

Q Now, at line 142 of that sanme page you use
the words "directly attributable.” MWhat if savings
are indirectly attributable to the depl oyment of new
technol ogi es? Wuld they be ignored or somehow
incorporated into the Q P reduction data?

A When | wrote those words "directly
attributable,” ny thoughts were simlar to what |
descri bed earlier. The savings in costs in the cost

benefit analysis that we filed with the Comm ssion

157



10

11

12

13

14

15

16

17

18

19

20

21

22

and the savings in costs year by year that the
Comm ssi on approves would be the ones directly
attri but abl e. So if they are not in that cost
benefit analysis, they are not directly attributable.

Q And just so | understand the process then,
this would be a part of the QP filing, which I think
either you or M. Cooper testified would occur in
April, is it?

A That's correct.

Q Now, do you envision that to be a docketed
proceedi ng?

A Yes, | do.

Q And will there be a time |imt on that
proceedi ng?

A We suggested that we file no later than
April 1 of each year, and we suggested in our tariff
t hat recovery would begin on January 1 of the
foll owi ng year. So that in essence is the time |limt
t hat we are suggesting.

Q So essentially then Staff and |Intervenors
and any interested party and the Conm ssion would

have ei ght nonths to determ ne whether or not it
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agrees with the cost benefit identified savings the
Conpany has presented, is that right?

A Al most right at nine nmonths.

Q Ni ne nmont hs. Forgot April.

A Okay.

Q Woul d you agree that there would be a
possibility that there m ght be some controversy as
to whether or not savings were correctly attributable
to new technol ogy?

A Yes, | do. | think it would be a litigated
proceedi ng and parties would have differences of
opi ni on.

Q Woul d you agree as part of that proceeding
that it would be necessary to exam ne the kinds of
information that you would file in a rate case such
as an operating income statenment, a rate base
presentation, the kinds of things you would find in a
Part 285 filing?

A | am not exactly sure what the Comm ssion
woul d choose to consider as part of this proceeding,
but clearly it could consider those type of things.

And if the Comm ssion had any doubt that the Conpany
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or if the Comm ssion suspected the Company woul d be
over earning, it doesn't have to approve the
i nvest ment and recovery from Q P.

Q At this point what does the Conpany propose
it would file along with that cost benefit study so
t hat the Comm ssion could clearly understand how the
technol ogy had affected its operation and mai ntenance
expense?

A We have already offered to file the annua
rate of return report. We are filing quarterly rate
of return reports. The Comm ssion would have that
information avail abl e.

Q So other than the cost benefit study and
then the listing of the projects that the Conmpany
proposed, it would be that two-page rate of return
filing for each conpany in terms of accounting
information, financial information that the
Comm ssion would revi ew?

A The cost benefit study could be very | arge
and have many things in it, studies, data. So when
you say all, there could be a huge amount of

information included in the cost benefit study.

160



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And would you be perform ng that cost
benefit study or other enployees of the Conpany?

A | woul d be invol ved. | don't know if |
woul d be the one | eading the project.

Q Woul d you agree that today generally the
Conpany finances new plant investment through
internally generated funds such as depreciation
expense that is built into rate base as well as the
i ssuance of debt from capital markets?

A It finances part of its construction needs
t hrough internally generated funds and the remainder
is financed by going to the market.

Q Woul d you agree that under that traditiona
met hod of financing plant investments any
efficiencies or cost savings achieved generally
speaking through the installation of new technol ogy

are automatically incorporated into rates with the

test year filing requirements?
A | agree that the test year would include
cost of service for the test year, if that's what you

are trying to say, yes, and that would include

savi ngs achieved and costs incurred during the test
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year.

Q Is it the Conpany's position that unless it
obt ai ns approval for Rider QY P, it will no |onger be
able to invest in infrastructure additions necessary
to provide safe, reliable electric delivery service?

A No, | have not said that.

Q Is it correct that there nmay be some
revenue streans that the Conpany doesn't already
experience now associated with the investment in new
technol ogy such as automated metering infrastructure?

A Yes, | am aware that there is potenti al
funding fromthe Department of Energy for Smart-Grid
investments, although Congress has not funded that.
And, clearly, as we know, there is a statew de

Smart-Grid initiative where the Galvin Institute has

kicked in some noney. | am not sure of the extent of
t hat . But, yes, there are other funding sources as
wel | .

Q Out si de of those funding sources, is it
possi ble that investment in Smart-Grid will generate
revenues through the technology's ability to provide

customer usage information and other possible
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services?

A It is possible, but we have not studied the
revenue possibilities associated with that.

Q So in regard to any kind of allocation of
revenues, there has been no analysis conducted and no
deci si ons have been made as to what to do with those
revenues, is that right, if they occurred?

A We don't even know if they occur. And if
t hey do occur, we have not studied how they should be
al | ocat ed.

Q And is it also correct that the Conpanies
have not determ ned what specific non-essenti al
services the Conmpany believed could be provided by
Smart-Grid investnments financed through Rider Q P?

A We don't know what specific non-essentia
services Smart-Grid would provide.

Q Turni ng your attention to your rebutta
testi nony, page 12, at line 232 you nmention several
om ssions in Rider QP that were asserted by
M. Brosch relating to the updates to the
depreciation reserve, deferred taxes and O&M expenses

whi ch we just discussed. Do you see that?
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A Yes, | do.

Q Is it true that you are modifying in your
surrebuttal with respect to your reflection of
savi ngs, but have made no changes to Rider QP for
updating the depreciation reserve or for deferred
t axes associated with QP investments?

A What we have prom sed in our testinony is

to file rate of return reports which will contain

updates for depreciation reserves, deferred taxes and

O&M expenses.
Q Let nme show you what | will mark as AG
Cross Exhibit 2.
(Wher eupon AG Cross Exhibit 2
was mar ked for purposes of
identification as of this date.)
AG Cross Exhibit 2 is the Conmpany's
response to AG Data Request 8-10. Do you recognize
this response?
A Yes, | do.
Q And in your response to Parts A through G
of that request you seem to suggest that the annual

rate of return reports that you just nmentioned wil
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serve to protect against over earnings despite the
deci sion not to include those, what M. Brosch
characterizes, as om ssions fromthe Rider QP tariff
associ ated with depreciation reserve and the deferred
taxes. Wuld you agree?

A It's a very |long question. Let nme restate
what | think you asked ne. | think you asked me if
in Rider QP we agree to file these rate of return
reports, and we did. And these rate of return
reports do have updates, automatic updates, for the
three cost itenms you mentioned.

Q And the attachment to this data request
response is a red-lined version of the Rider QP
tariff which incorporates the changes that the
Conpany has made, is that right?

A Yes, it does.

Q Now, if you would | ook at the red-Ilined
attachment showi ng changes to the Rider Q P, can you
identify anyplace where the deferred taxes created by
new QP investnment are recogni zed?

A Yes.

Q Where woul d that be?
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A | amtrying to figure out the page. Oh,
yes, it is on page, original sheet nunber 43.006, at
the bottom and in that Subsection E. As part of the
annual reconciliation, the Company shall also file an
annual rate of return report that shall contain
operating revenues, operating expenses and rate base
as of the nost recently conpl eted cal endar year.

Obvi ously, figured in the operating expenses woul d be
the three that M. Bosch is concerned about.

Q OCkay. So it is the Company's position then
that the rate of return reports that it would file
woul d reflect what M. Brosch is discussing in his
testinony?

A Refl ects those three cost itens. It may
not do exactly what M. Brosch wants, but it does
give the Comm ssion an update of depreciation
reserves, deferred taxes and O&M expense.

Q | would also like to show you what | wil
mark as AG Cross Exhibit Number 3.

(WMhereupon AG Cross Exhibit 3
was mar ked for purposes of

identification as of this date.)
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And this is the Conpany's response to AG
Dat a Request 8.12. Now, do you recognize this
docunment as the Conpany's response to AG Data Request
8.12

A Yes, | do.

Q And does the attachment to this response
set forth all the Company's proposed nmodifications to
Ri der VBA or are there other nodifications that have
been made since this document was prepared, and that
was on April 247

A | am not sure it contains all the
modi fications. M. Cooper would know if there have
been additional ones.

Q Back on Sheet 41.004 of this response | see
reference to the annual earned rate of return that
woul d be filed with the Conm ssion. s this intended
to be conparable to the annual earned return report
proposed for Rider Q P?

A Yes, it is.

Q Now, is it your testinmony that Comm ssion
Staff and other parties will have avail able the

resources that they can carefully review the annual

167



10

11

12

13

14

15

16

17

18

19

20

21

22

rate of return filings for each of the six Ameren

Il linois utility operations?

A | believe that if the Comm ssion approves
this rider, it will take that into consideration. W
will have the resources avail abl e.

Q And so these would be filed for all six
Ameren utilities and both on the gas and electric
side, is that correct, so that would be a total of 12
reports?

A That's not correct.

Q Well, rate of return filings for the VBA,
will there be rate of return filings also on the
electric side?

A Yes.

Q So how many?

A | am sorry, | thought you were asking the
guestion in the context of VBA, and | thought that's
where we were. And there would be three of those,

t hree conpanies, three reports.

Q Okay. And three conpanies on the electric

side for purposes of the QP rate of return filings,

is that right?
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A Correct.

Q Now, with respect to these rate of return
filings, would this be a docketed proceeding in your
opi ni on?

A The rate of return filings in and of

thenmsel ves are not a docketed proceeding. As |
explained in an earlier question, the QP filings
woul d become a docketed proceeding, and the

Comm ssion would be | ooking and other parties could
be | ooking at the rate of return report there.

Q But as | understand your testinony, the
rate of return filing, let's take VBA to start wth,
t hat woul d occur at the end of a 12-nonth period, is
that right, for purposes of reconciling the VBA
surcharge revenues with actual customer usage?

A M . Cooper can answer that better. I
t hought there was a nonthly adjustment and then an
annual true-up. But | think he can better answer
t hat question.

Q Okay. MWhat | think -- you are here
testifying, however, about the rate of return

filings. And | want to be clear on what this conpany
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intends to file, for purposes of protecting

rat epayers. So you have got your annual

reconciliation filing associated with Ri der VBA,
right?
A Yes, | see in the Reports Reconciliation

Section on page 106 the Company shall file with the
Comm ssion annually, no |later than February 20, a
statement of the reconciliation adjustment conmponents
and then an annual rate of return report and so on.

Q So that's with Rider VBA for each of the
t hree gas conpani es?

A Correct.

Q So the reconciliation -- because just to
backtrack a second, now, for purposes of the Rider
VBA formula that's applied, there is a certain amunt
of forecasting that goes into that each nonth, isn't
that right, for purposes of setting the surcharge?

A | think M. Cooper should answer that
guestion. As | understand decoupling, it decouples
us fromusage. So it is a |ook-back at the usage
t hat was approved in the rate case as conpared to

actual usage. So | don't know where the forecasting
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conmes in. M . Cooper m ght be able to answer that
better than 1.

Q Just to clarify again, the rate of return
filing would be a part of the reconciliation, annual
reconciliation, proceeding for each gas conpany, is
that right?

A | believe that's up to the Comm ssion. W
have stated in this draft rider that we would file a
reconciliation adjustment and these reports.

Q So the rate of return filing then woul dn't

necessarily be a docketed proceeding?

A It would depend on what the Comm ssion
want ed.
Q | am going to show you a docunment. | won't

mark it as an exhibit because it is already in the
record as an attachment to M. Brosch's testinmony.
It is his Attachnment 5. 1. But I will give you a copy
to refresh your recollection for purposes of ny
gquesti on.

A Can | go back to your previous question for
a monent? As | read farther in that paragraph, | see

there is an annual reconciliation proceeding. So |
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guess we do contenpl ate an annual proceeding.

Q And in that proceeding there would be an
eval uation of the rate of return?

A If the Comm ssion so chooses to eval uate,
it would be.

Q Now, | ooking at this Exhibit 5.1 which is
attached to M. Brosch's testimny which is the
Conpany's response to AG Data Request 8.04, in this
attachment the Company provides copies of what it
intends to file as its rate of return report. And |
have a few questions about the filing attached to
this response.

So it is correct then that Anmeren wil
be filing two pages of calculations for each of the
three operating conmpanies, is that right?

A | believe the rate of return report is two
pages, yes.

Q Now, are the conponents of rate base at
lines 1 through 9 to be quantified on an average
basis for the year or will Ameren calculate its
earned returns on year-end rate base val ues?

A | am not sure which of those.
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Q Woul d you agree that whether

t he Conpany

chooses a year-end rate base value or an average rate

base val ue for purposes of these reports affects the

return that's reported?

A | agree. \Vhat we are tal king about filin

in the attachments that we filed are actual rate of

return reports that we provide the Comm ssion. So

expect that it would be provided the sanme way,

whi chever way that is, and | am not sur

e.

Q Would M. Cooper know nore about that?

A | hope he does.

Q Woul d t he anmounts shown on the |ine

captioned Total Operating Revenues be f
adjusted basis to normalize for weather

t hat may depart from normal in any part

iled on an
conditions

icular year?

A Again M. Cooper could give you a better

answer .

g

Q Woul d revenue expenses at lines 1 through 9

of the revenue statement be anal yzed at
| eft at prove-up |levels throughout the
conparison to the rate base anmpunts at

2008 returns?

year -end or
year for

the top of
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A What | think is in these reports, subject
to check, are actual year expenditures. But again
M . Cooper could give you a better answer.

Q Whi ch of the expense adjustnments that the
Comm ssion may order in these pending rate cases
woul d be cal cul ated and applied to future reported
expense anmounts, do you know?

A | have no idea.

Q | assunme the answer would be the sane for
any rate base adjustments that the Comm ssion may
order in this docket, that you don't know which would
be cal cul ated and applied to future reported rate
base anmounts?

A That's correct, | am not sure.

Q Is it also correct that the Conpany does
not intend to file detailed Part 285 filing
requi rements each year to facilitate Staff's review
of Ameren's reported rate of return for each utility?

A That is correct, assum ng we are not in a
rate case.

Q W Il Ameren conduct an audit to determ ne

or identify and adjust for any unusual non-recurring
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reported costs or revenues within the accounts in
preparing its annual rate of return report?

A Not to my know edge. Again, | think this
is actual expenditures for the year. M . Cooper can
verify that.

Q So I will verify with M. Cooper, but if I
under stand your testinmny, you are saying what's
filed in terms of rate of return annual reports wll
| ook |Iike these two sheets. And so there will not be
any specific line for what m ght be unusual or
non-recurring expense or revenue itens?

A What | have offered in this data request
response was here is the rate of return with what we
are actually filing and we would be, of course,
willing to file that with the VBA reconciliation
amounts, and the Conm ssion can consider this
docunment, along with other docunents, as it makes its
deci si ons.

Q Now, what happens once the annual rate of
return report is filed by the utilities? WII the
Conpany reduce its overall rates or only reduce its

VBA charges to a level that yields authorized return
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| evel s?

A s the assunmption that we are over earning
our allowed rate of return?

Q Yes.

A In that scenario two things m ght happen.
One thing that m ght happen is, as the Conmpany did
with CILCO gas, it would file to reduce its rates.
Or as | understand it, the Comm ssion, if it sees
t hat we are over earning, can call us in and ask us
to reduce our rates.

Q So is it your testimony then that if Rider
VBA is in effect and if the rate of return reports
show the Conpany is over earning, based on the
response that you just gave, the Conmpany woul d be
filing a rate case?

A | said that the Comm ssion will take the
rate of return report into consideration as it
deci des whether to call us in, and we would also take
this type of information into consideration as we did
if we decide whether to file reduced rates.

Q So you don't know sitting here today

whet her or not any kind of roll back would occur
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associ ated with the determ nati on that over earnings
had occurred and VBA charges had contri buted to that?

A | don't think we are contenpl ating any type
of roll back.

Q So there would be no refund necessarily
unl ess there was a particular Conmm ssion order that
t he Conpany come back in?

A That's how | understand regulation in this
st ate. Rat es are approved until they are changed.

Q Just a couple clarification questions about
construction expenditures that the Company
anticipates to spend in the com ng years. I n
response to an AG data request you indicated that --
actually, it was in your rebuttal testinony, |ines
227 to 231, you indicated that the Company expects to
invest about five hundred mllion in their delivery
systenms in a three-year period. Now, just to
clarify, is that five hundred mllion in both gas and
electric delivery systems or just electric?

A In that part of ny testinony | was speaking
solely about electric distribution, not transm ssion,

not gas.
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Q Ckay. Finally --

MR. FLYNN: Judge, while Ms. Lusson is |ooking
at her notes, the wi tness has been going at it for
two hours now.

JUDGE ALBERS: | was going to offer a break
here when we are through with Ms. Lusson's cross.

MS. LUSSON: Thank you, M. Nelson, | have no
further cross. And | would nmove for adm ssion of AG
Cross Exhibits 2 and 3.

MR. FLYNN: No obj ection.

JUDGE ALBERS: All right. W will do them
altogether with the witness's testinony.

MS. LUSSON: | am sorry, | didn't hear.

JUDGE ALBERS: We will group the adm ssion of
all the exhibits together at the end of his
testi nony, cross exam nation, whatever, if you wl|l

MS. LUSSON: Okay, thank you.

JUDGE ALBERS: M . Nelson, do you need a brief
break?

W TNESS NELSON: It would be wel come.

JUDGE ALBERS: OCkay. Why don't we take five

m nutes? Before you do that, though, do you think we
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will be able to wrap up before lunch, yeah, AARP,
| | EC and Kroger cross? Do you all still have cross
for M. Nelson?
MR. ROBERTSON: | do, but | think I saved a
hal f hour. | don't remenber.
JUDGE ALBERS: All right. W wll take a
br eak.
(Whereupon the hearing was in a
short recess.)
JUDGE ALBERS: Back on the record. W just
concluded Ms. Lusson's cross exam nation.
M . Robertson, you wanted to go next?
MR. E. ROBERTSON: Yes, sir.
CROSS EXAM NATI ON
BY MR. E. ROBERTSON:
Q Good nmorning, M. Nelson.
A Good nor ni ng.
Q My nanme is Eric Robertson. | represent the
Il linois Industrial Energy Consumers. And | would
like to refer you to lines 83 to 85 of your
surrebuttal testinony, Ameren Exhibit 42.0.

A | am t here.
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Q Al'l right. At that |ocation you suggested
Ri der QI P does renove regulatory lag and a
di sincentive to increase investment in the Ameren
system and in new technol ogies, is that correct?

A That is correct.

Q By that do you mean to suggest that the
revenue Ameren collects from customers as a whol e
woul d be the same under currently proposed Rider QP
as they would be if Ameren had a rate case in June?

A I n general, yes. In either case the
all owed i nvestment would go into rate base. It just
may affect the timng of when the revenue is approved
for specific investments.

Q Woul d the revenues collected from each
customer class be the same?

A | am not sure. | know that in our filing,
our request for Rider QP, we did clarify that the
Comm ssion could allocate recovery to different
customer classes based on the benefit. | would
assunme that would happen the sane way in a rate case
t hen.

Q Now, when you use the term "regul atory
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|l ag," you are referring to the period between rate
cases at this location in your testinony?
A Yes, it's the tinme between when we spend

the money and we get recovery through rates.

Q Has regul atory lag to the best of your
knowl edge existed since regulation of the utility
rates was initiated in 1913 in Illinois?

A As far as | know, yes.

Q And has that been a disincentive to
i ncrease investment for utilities generally or for
Ameren in particular since that tinme?

A It wasn't as much of a disincentive in
previous years as it is now.

Q Now, is it true -- do you believe that
regul atory lag can encourage efficient utility
management ?

A It is one thing that contributes to that,
yes.

Q Woul d you agree with the suggestion that

regul atory lag can be a practical means of reducing

the tendency of a fixed profit standard to di scourage

efficient investment?



10

11

12

13

14

15

16

17

18

19

20

21

22

A Coul d you ask ne that question again,
pl ease?
MR. E. ROBERTSON: Yes. Coul d you read that
back for him please?
(Wher eupon the requested portion
of the record was read back by

t he Reporter.)

A | am not sure | understood it in either
readi ng.

Q Well, you have been working in the electric
utility industry a long time, is that correct?

A Yes, sir.

Q And do you consi der yourself to be sonmewhat
of an expert in that area?

A In sonme things | consider nyself to be an
expert.

Q Are you famliar with the Principles of

Public Utilities Rates published by Janes C.

Bombri ght ?
A No, | am not.
Q You are not. You never heard of

M . Bombright and the Principles of Public Utility
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Regul ati on?

A | don't believe | have.

Q Now, with regard to Rider Q P, M. Nelson,
when was it first considered as an idea by Ameren?

A Well, | don't know the all Ameren question.
The first time that | heard about it was early in our
preparation for this rate case, talking with ny
co-wor kers about what happened at water conpanies,
that did they have such a rider, and those kind of
di scussions. So | didn't know about it until the
preparation stages for this rate case.

Q And were you aware or did you become aware
at that time that ComEd had filed a rider they called
Ri der SMP?

A Yes.

Q And did the presence of that ComEd filing
i nfluence Ameren's decision to include such a request
in this filing?

A It was hel pful in obviously our decision to
request this, yes.

Q Now, over what time did you consider the

rate cases that we are considering here today?
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A | am not for certain, but obviously it took
us nmonths to prepare. | am guessi ng anywhere from
four to five nonths, somewhere in that time franme.
Keep in mnd that | was reassigned to these
responsibilities around Septenber 1. Preparations
had begun before that assignment.

Q Is there any witness here today that m ght
be able to tell us when that process began for the
preparation of the rate case?

A | think M. Stafford or M. Cooper m ght be
able to answer that question.

Q Now, do you know whet her Ri der SMP for
ConEd is simlar to Rider QP for Ameren?

A It is a simlar concept.

Q Would it be true to say that |ast June of
2007 Anmeren had not really thought about a rider such
as Rider Q P?

A | don't know.

Q Well, had Ameren considered that the issue
of regulatory lag would require such a rider prior to
t he decision a nonth or so ago or, | am sorry, a

mont h or so before you filed your testinony to
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include it?

A | know that regulatory |ag has been an
issue for the conmpanies for many years. | don't know
the timng of when we began studying Rider Q P. | do

note that on August 27 and September 1 when | cane on
board with the regul atory group, we got serious about
including Rider QP in this filing as one solution of
trying to prevent regulatory |ag.

Q So regul atory lag was an issue even when
the Ameren utilities in Illinois owned generation, is
t hat correct?

A Well, it hasn't been a direct issue during
the nine or ten-year period of the rate freeze. It's
been an issue in the delivery service area since the
rate freeze, though.

Q And it was an issue before the rate freeze,
woul d you agree with that, too?

A Fromtime to tinme, yes.

Q In fact, in ny experience utilities have
periodically come in and asked for adjustment of the
fuel adjustment clause to include casting costs or

casting purchases, have they not?
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A They have.

Q And that was what, 15, 20 years ago?

A | believe some of the distinction now is
t he precarious position we are in.

Q Excuse me, M. Nelson, | don't mean to
interrupt. | didn't ask you for the distinction.
just asked you whether or not you agreed it was 15 or

20 years ago.

A It could be, yes.
Q Now, referring to your surrebuttal
testinony -- | am sorry, not your surrebutta

testimony, your rebuttal testinmony, Ameren Exhibit
18. 0 Revised, page 6, lines 86 to 88, tell me when
you are there, please.

A | am t here.

Q Al'l right. You note there that Ameren has
changed the definition of Rider QP projects to
include only those projects associated with system
moder ni zation or service reliability, is that
correct?

A That's correct.

Q s it your intent that this new definition
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exclude projects, quote, associated with
infrastructure replacenment?

A | have not said that it precludes those if
t hose projects for infrastructure replacement enhance
service reliability.

Q Is the current definition broad enough to
i nclude projects that are revenue producing projects
from the point of view of Ameren?

A Well, especially in the earlier round of
testimony, | did say that sone system modernization
t hi ngs could produce additional revenue, and | did
not study it, but conceivably additional revenue
could be produced by some of these investnents, if
that's what you are asking.

Q That's fine. Just to make sure |
understand, the definition is broad enough to include

revenue producing projects then?

A If there are such, yes.

Q Now, are you generally famliar with the
di stribution system for the Ameren Illinois
utilities?

A I n general, yes.
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Q And how much of it is a hundred or nore

years ol d?

A | don't know the answer to that question.
Since some of the conpanies aren't -- | guess they
are all about a hundred now, years, but | don't know

t he answer of how old each piece of equipnment is.

Q Is it likely there are any wooden pol es out
there that are a hundred years ol d?

A Very unlikely.

Q And does any of the system consist of cast
iron main that is a hundred years ol d?

A | hope not.

Q Now, you suggest that, at page 6, lines 96
to 97 of your rebuttal testinony, that Ameren woul d
pay a combi ned fee of a hundred thousand dollars for
annual filings associated with Rider QP, is that
correct?

A That's correct.

Q And how did Ameren determ ne a conbined fee
of a hundred thousand dollars for their annual filing
is sufficient to mtigate the inmpact on the

Comm ssion's resources?
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A In conjunction with testimny that | read
that claimed it would take additional resources, we
just canme up with an estimate of a fee that would
partially pay for those additional services.

Q So there was no formal study to determ ne
what the total cost of litigating any of those
filings mght be, is that correct?

A No formal study, just an estimte.

Q Now, had Ameren ever given consideration to
payi ng the participation fees of other parties?

A No.

Q Now, are you famliar with the term

"regul atory bargain"?

A | amfamliar with the term "regul atory
conpact." Are you using it interchangeabl e?
Q | don't know. We will find out. What do

you define as regul atory conpact ?

A Well, it enconpasses regulatory |aw and
practice and orders and a history of how comm ssions
have acted in conmpact with utilities over a |long
period of tine.

Q Woul d the conpact include the idea that a
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utility is given an exclusive franchise to provide
service within a defined geographic area?

A | think it does, yes.

Q And would you agree that the Ameren
Illinois utilities are given the exclusive franchise
to provide electric delivery service within their
defined service territory?

A Yes, | would agree.

Q Woul d you agree that as part of regulatory
bargain -- | amsorry, the regulatory conpact, state
public utility comm ssions such as the Illinois
Comm ssion are given the authority to approve rates
at which the utility service is provided?

A Yes.

Q And | think we already agreed that as part
of that process there is this concept we call

regulatory lag, is that correct?

A Yes.
Q And would you -- are you famliar with the
fact that Illinois utilities are permtted to seek

what is called interimrate relief under the Public

Utilities Act?

190



10

11

12

13

14

15

16

17

18

19

20

21

22

A In general | am yes.

Q And are you famliar with any of the
conponents or standards for granting of that relief?

A No, | don't think so.

Q And you indicated that it would take up to
ei ght nonths for the process described by Anmeren to
be compl eted under Rider Q P, the filing and the
[itigation of it and all that stuff, is that correct?

A No, nine nonths.

Q Ni ne nmont hs, okay. And are you fam i ar
with the fact that the Conpany -- that the Conpany
can get rate relief under the Public Utilities Act,
interimrate relief, in five nonths or |ess?

A | will accept that subject to check. I
have no reason to doubt that. | just don't know for
sure.

Q And if Ameren was having difficulty
achieving its earnings, it could file a rate case and
seek interimrate relief, could it not?

A As far as | understand it, yes.

Q Now, ny coll eagues talked to you about the

future test year, | think, and let me go straight to
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the bottom Iline on this one and ask you at page 7,
lines 112 to 113 of your surrebuttal, | am sorry,
your rebuttal testimny, you suggest that future test
years are difficult to prepare and costly and
burdensome, is that correct?

A Yes, it is.

Q Woul d you agree or disagree that the
adverse inpacts associated with regulatory |ag have
been of sufficient magnitude economcally to justify
the use of a future test year for the Ameren
compani es?

A | am suggesti ng and what the Conmpany is

suggesting is that the riders, including the QP

Rider, is a better solution than future test year.
It doesn't estimate the budget line item by line item
what the costs will be. The rider recovers exactly

what the costs are.

Q And the use of a future test year would
require the filing of a formal rate case which would
cause the Comm ssion to review all the other itenms of
expense and so forth, revenues for the conpany as

well, isn't that correct?
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A Yes, it woul d.
Q And if -- strike that.
Woul d you agree that if the adverse
i mpacts associated with regulatory |ag were of
sufficient magni tude, Ameren utilities would have an
incentive to use a future test year?

A No, Ameren -- the Ameren Illinois utilities
have an incentive to file rate cases. The choice of
what type of test year then is another matter. We
t hink what's best for our conpanies is this historic
test year and these riders, and that's what's best

for custonmers as well.

Q | think you agreed with the Staff that in
certain circunstances in the future -- or one of the
attorneys here earlier today -- that in certain

circumstances a future test year would help to
mtigate regulatory |l ag?

A Yes, | did. The question was not asked in
t he context of other choices, though. And what | am
explaining to you now is that there are other better
choi ces for the Company and the customers.

Q Well, absent the ability to have Rider Q P,
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woul d the impacts associated with regul atory | ag be
of sufficient magnitude to cause Ameren to file a
rate case every year and use a future test year?

A | can't agree that that would be the case.
The regulatory lag may cause us to file a rate case
every year. It woul dn't necessarily be a future test
year rate base.

Q Now, does AmerenUE operate in M ssouri?

A Yes, it does.

Q And does M ssouri permt the recovery of
costs associated with system moderni zati on or service
reliability for electric utilities through a rider
such as Rider Q P?

A "' m not conmpletely certain. Again, | would
ask you to ask M. Cooper that question. He does
work jointly for -- he is working for us on a speci al
project now, but he works alnmost entirely for
Amer enUE. So he could better answer that question.

Q Have you ever had any experience in
regul atory matters before the M ssouri conmm ssion?

A Yes, | have, in terms of resource planning

and my role as VP of corporate planning, but not in
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terms of rate cases.

Q Is it safe to say that you have no direct
knowl edge of such a rider in M ssouri?

A | am not certain whether such a rider
exists in Mssouri.

Q Okay, fair enough. Would you agree that
until very recently there were no riders in Illinois
which permtted utilities to include the cost of
system moderni zation or service reliability in a
rider for recovery between rate cases?

A | am not certain when the water conpany
riders went into effect, so | don't know the answer
to your question.

Q If I were to say exclusive of those
permtted by statute, would you agree?

A | don't know of any other QP type riders
in effect in Illinois.

Q And would you agree that this is a
relatively unique regul atory concept?

A Not necessarily. Ri ders are not unique at
all. We have many exanmples of riders. The

Comm ssi on has been using riders for many years.
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Q | am not tal king about the concept of a
rider, but the concept that utilities would be able
to recover the cost of system nodernization or
service reliability between rate cases.

A That is unique | think, yes.

Q Now, also in your rebuttal testinony you
tal k about at page -- the bottom of page 10 and the
top of page 11, you talk about the |egislature
aut horizing the use of an automatic adjustment cost
tariff for energy efficiency and demand response, i
t hat correct?

A That is correct.

Q And it is nmy understanding, and | want to
check and see if it was yours, that that specific

aut hority was granted the Conm ssion by the

S

| egi sl ature at the request of the utilities, is that

correct?
A Granted to the --

Q Comm ssi on.

A Comm ssion at the request of the utilitie
Q I n other words, that was part of the dea
for the --

S.
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A It's part of the rate relief |egislation,
yes.

Q And now, the rate relief bill contained
provisions for substantial credits against the bills
of certain customers who had seen their rates
increase at the end of the mandatory transition
period, is that correct?

A That's correct.

Q And there are no such refunds or credits
of fered as part of this case, is that correct?

A That's correct.

Q Now, Ameren in this case has not requested
a Rider QP for the gas operations in Illinois, is
t hat correct?

A That's correct.

Q And, therefore, | take it at this time the
gas operations are able to absorb the |ag associ ated
with significant gas delivery service investnment
wi t hout affecting their earnings adversely?

A | wouldn't say that. | just would answer
that it was more of a need on the electric side than

on the gas side.
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Q And they have been able to do that to the
best of your know edge since Ameren acquired the
Il linois utilities, is that correct?

A They -- | don't precisely understand your

guestion. They?

Q Well, et me restate it then, rather than
have you answer the question you thought | asked.
Now, the Ameren gas utilities have not

produced their own gas, is that correct?

A That's correct.

Q And the Ameren utilities nmust purchase
their gas supply in the whol esale market, correct?

A Correct.

Q And it is also correct that the Ameren
electric utilities nmust also purchase their
electricity in the whol esal e market?

A That's correct.

Q So in that respect the Ameren gas utilities
in Illinois and the Ameren electric utilities in
Il linois are somewhat alike?

A Yes, | agree.

Q Now, are you famliar with the Power On
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project in M ssouri?

A Somewhat fam liar.

Q Do you know whet her or not Rider Q P would
all ow the Conmpany to recover the cost of underground
distribution lines here in Illinois?

A |f the Comm ssion so approved that as a
reliability inmprovement or a system nodernization
i mprovenment, but only if the Comm ssion approved it
as such.

Q Now, is it true that AmerenUE is going to
spend $300 mllion to inmprove the reliability of its
system by under groundi ng portions of its distribution
syst ent?

A | am not sure of the nunber. | know t hat
Power On includes some undergrounding, and | don't
know the doll ar amount.

MR. E. ROBERTSON: | would |ike to approach the
wi t ness and show him a publication that | took off of
the Ameren website.

Q | will represent to you this is a docunent
taken off the Ameren website that deals -- and the

portion of the website that deals with Power On.
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Woul d you be willing to except subject to check that

the three-year effort involves approximtely $100

mllion per year for substantial undergrounding of
cabling?
A | see where it says that, yes.

MR. E. ROBERTSON: W will end on a high note,
M . Nelson. Thank you.

W TNESS NEL SON: It's been a pl easure.

JUDGE ALBERS: M. Coffman, how nmuch time do
you think you'll --

MR. COFFMAN: 15 is what | reserved. | don't
know if it will go that |ong or not.

JUDGE ALBERS: Okay, go ahead and have at it.

CROSS EXAM NATI ON

BY MR. COFFMAN:

Q Good afternoon, M. Nelson. How are you?

A Good afternoon.

Q I n your testinony you agree that you wl
[imt your proposed QP Rider to reliability and
system moderni zation. And | want to ask you about
potential system nodernization projects, and | want

to know whether it is possible that Ameren m ght be
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proposi ng projects that go beyond essential basic
electric delivery service. | s that possible?

A It is possible. W have no intent to do
that, but there m ght be ancillary services provided.
If we move towards Smart-Grid, and we do intend to
move that direction, slowly and surely as approved by
the Comm ssion, and if there are some ancillary
services provided as part of that Smart-Grid
initiative, so be it. But we have no intention to
move that direction unless -- for the purpose of
providing those ancillary services.

Q So it is your intent that Rider Q P would
not provide any conpensation for non-essenti al
electric services?

A No, | didn't say that.

Q You said it was not your intent.

A Qur intent is not to develop the Smart-Grid
to provide those non-essential services unless they
happen to be just an offshoot of the real intent
behi nd what we would |like to spend on the Smart-Grid.

Q Now, | know you haven't done or conpl eted

your cost benefit analysis on some of these
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technol ogi es, but from what you have heard or

under stand about Smart-Grid technol ogi es woul dn't you
agree that there is a great potential for services

t hat would be ancillary to basic service?

A | don't know if there is great potential or
not . | know that there are sone there. Services
provi ded beyond the meter, clearly if there are any
with the Smart-Grid, we are ready to hear that. I
don't know what investnments, if any, we would nmake
besi de the nmeter.

Q What assurance can you provide to AARP to
answer its concern that it not be providing funds for
investments that would |ater be used for services
beyond basic electric delivery service?

A The assurance | can give you is that the
Comm ssion is going to review in great detail, | am
sure, and all the parties in this roomthe cost
benefit studies that we filed for Rider QP. And the
assurance is the Comm ssion will watch very carefully
what it approves and doesn't approve, and it wil
very carefully protect consumer interests as it has

f or decades.

202



10

11

12

13

14

15

16

17

18

19

20

21

22

Q What's going to protect consumer interests
if the funding has already been provided for
technol ogy that | ater evolves into service that's

optional or conpetitive, say, internet over power

lines?

A Again, my answer is the Illinois Commerce
Comm ssion will protect the interest of the
consumers. If they think that Ameren is over earning
for any reason, | am sure they will call us in. And
they will have the benefit of these rate of return

reports to get an indication of that.

Q Well, that doesn't provide ne any specific
assurances. You talked at length with Ms. Lusson
about your concession that certain expense reductions
m ght be offset during your annual filings fromthe
Q P Rider, do you recall that?

A Yes, | do.

Q Woul d Ameren also be willing to commt to
havi ng any income from non-essential services also be
of fset during those proceedi ngs?

A | don't know what you mean by offset.

Clearly, we will do our best to identify additional
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revenue provided by Smart-Grid i nvestment, the nature
of each type of additional revenue, and the nature of
associ ated costs. And the Comm ssion will have al

of that information in front of it as it makes a
determ nation as to what the cost recovery will be,

if any, under Rider QP.

Q And if there is identifiable revenues for
non-essential services, do you believe that a basic
monopoly of electric delivery service customer should
have to pay for those technol ogi es?

A | can't answer that question yet. | just
don't know the extent of what type of business
revenue would be derived. It is just an unanswer abl e
guestion at this point in time since we don't know
what non-essential services we are tal king about, the
revenue from those non-essential services, the costs,
how are they are connected, directly or indirectly,
with the essential services that were provided. I
just don't know at this point.

Q Is it possible that some of the
technol ogi cal services that are devel oped through

Smart-Grid could be devel oped into optional services
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that only some custoners would be able to take

advant age of at

A

know what

Q

bel i eve you state that
appropriate cost

are highly volatile,

a separate fee?

| am sure that's possible, yes.

situation you are tal king about,

don't

t hough.

In your direct testinony on page 10, |

unpredi ct abl e.

A

Q

certain energy costs that

uncontrol |l abl e?

A

Q

Yes,

Woul d you agree with nme that

Yes,

a rider

Do you recal

| do.

recovery mechani sm for

t hat ?

Ener gy costs.

| woul d.

uncontrol | abl e and/ or

are volatile and

mechani smis an

costs that

there are

Are infrastructure costs generally volatile

or unpredictabl e?

A

They

can be. And

guess | woul d say,

based on the nunmber of storms we have, |

t hey generally are.

Q

uncontrol |l abl e?

A

woul d say

Are Smart-Grid costs volatile or

Yes,

t hey can be.

For

exampl e,

i f

t he
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Comm ssion orders us to invest in the Smart-Grid,

t hat woul d be something that's not in our control.
Q You are including the Illinois Commerce

Comm ssion as an uncontroll able factor in your

busi ness worl d?

A Yes, we do not control the Illinois
Commer ce Conmm ssion. | know that with certainty.
Q In response to data requests, Ameren has

not identified any specific restrictions on the

ability to file base rate cases to address

di stribution plant addition, is that correct?
A There was a cough and I m ssed a key word.

Fil ed what now?

Q Base rate cases.
A There is no restrictions in filing base
rate cases. | agree, there is no restrictions that

know of, other than it would be quite difficult to

file themin the mdst of an ongoing rate proceedi ng.

| don't know if the Conmm ssion would allow that.
Q | guess the prohibition against pancaking
is a restriction?

A Yes, | would see it as such.
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Q

received to a data request. | don't

all the responses there.

Let me ask you about a response that AARP

know if you ha

AARP Dat a Request 2.01.

don't think you were the person who prepared that.

Let nme know if you can find 2.01.

A

| have several AARP, but

not 2.01, sorry.

MR. COFFMAN: May | approach the witness?

JUDGE ALBERS: Yes.

W TNESS NELSON: Thank you. It'

provided by M chael Getz, not ne.

BY MR. COFFMAN:

Q

It asks generally about

s because it i

Have you seen that data request response?

eval uate capital funding needs.

A

Yes, | have reviewed this

drafting stage.

Q

how t he Ameren conpani es

response in its

And does that response state that capital

ve

S

fundi ng needs are evaluated in relation to avail able

cash from projections of

A
proj ects.

Q

ongoi ng operations?

Yes, that's one consideration in evaluating

That's the only question

have on that.
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Let me just quickly nove to the --
about the coll aborative proceedings that you have
stated sone willingness to consider as an alternative
to your original QP Rider filing, and I want to ask

a couple questions about what type of proceeding you

anticipate that this would be. And | know -- first
of all, I would like to know what kind of regul atory
conponents is this? | heard you earlier say that

ot her parties would be allowed to intervene, that
there would a chance for cross exam nation and
production of evidence, you believe that it would
have the same due process conmponents that a rate case
woul d have?

A | am not an attorney, but | do understand
what we are offering is that we make a filing with
t he Comm ssion and request Rider Q P recovery, that
t he Conmm ssion would open a docket, have a
proceeding, and it is my expectation that it would be
a litigated proceeding where all parties could join
the fray.

Q And these woul d be annual proceedings,
right?
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A If we choose to request Rider QP recovery
on an annual basis.

Q So if AARP or other simlar Intervenors
wanted to participate, it would -- would you
anticipate that this would be a nmore frequent
proceedi ng that the Intervenors would have to
participate in than your normal rate case frequency?

A Because it is once a year, potentially once
a year versus nore than once a year, so, yes, you nay
have to participate, you may choose to participate
more frequently.

Q And you are proposing that the actual rider

itself with the framework essentially as you proposed

Ri der QI P be approved now, but the actual filler, the
actual investments, not be approved until these | ater
filings?

A That is correct.

Q So if AARP wanted to have input about what
it thought about your cost benefit programs or what
exact expenses need to be flowed through that or
shoul d be allowed to, they would have to take the

additional -- go to the additional expense of hiring
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experts and attorneys and participating in these
addi ti onal proceedi ngs?

A O relying on Staff, either one.

Q And | was going to ask you if you agreed

with me that would be a single issue ratemaking

proceedi ng. | understand you have nmade sone
concessions and now would be willing to consider sone
expense reductions to be offset. But | am assum ng

t hat you are proposing something that would be |ess
than an all relevant factors proceeding, is that
correct?

A | am not conceding that it is single issue
ratemaki ng, in that the Conm ssion has approved many
riders for recovery of costs and they are not
consi dered single issue ratemaking.

Q Woul d the Comm ssion be allowed to consider
all relevant factors during these annual
reconciliation proceedings?

A The Comm ssion can choose to consider what
it will. We have offered to file certain things, and
then it is up to the Comm ssion to decide, based on

its rules of practice, Illinois |law, what to approve.
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Q So it would not be consistent with your
proposal that the Comm ssion consider any expense
reductions or, say, revenue offsets that m ght be
necessary or they m ght believe are necessary before
approving a QP rate?

A | think you are going beyond what | am
sayi ng. | am saying that we file a cost benefit
analysis for a QP investment, and the Conmm ssi on
will consider what it will in deciding whether to
approve cost recovery for those investnments. I
didn't say that it would institute a new rate case,
and we are not offering a new rate case.

Q And, obviously, the Conmmerce Comm ssion can
do what it wants to within the bounds of the |aw, but
what | am asking is would Ameren object to an al
rel evant factors proceedi ng.

A We are objecting to a rate case. As
have --

Q May | stop you just a second? \When you say
you are objecting to a rate case, do you know - -

MR. FLYNN: No. Actually, | don't think that

the witness should be stopped. The witness was
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answering the question. | f counsel wants to ask
anot her question, counsel can wait.

MR. COFFMAN: | simply want to make sure |
understand the definition.

JUDGE ALBERS: Go ahead. If you want to

clarify, go ahead.

Q | apol ogi ze.
A No apol ogy necessary. What | propose and
what we proposed in this filing is to file a cost

benefit analysis and file a rate of return, of
course. In addition to that | pointed to M. Cooper
as one who could explain what's included in those
rate of return reports. In retrospect | should have
said M. Stafford. He's the one that actually files
t hose reports. M. Cooper is the one that can best
answer the question about interpretation of Rider
Q P, and M. Cooper may be willing to have a
di scussi on about possible adjustments to Rider Q P,
to what we file there.

Q But let me just try one nore time to
clarify. It seens apparent to me that what you were

asking for is a proceeding that does consi der fewer
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factors than a traditional base rate case, would that
be correct?

A That's correct because we are focused
solely on Q P adjustments.

MR. COFFMAN: | think | can leave it at that.
Thank you.

JUDGE ALBERS: Thank you, M. Coff man. Kroger ?

MR. BOEHM No questions, Your Honor.

MS. SODERNA: Actually, Julie Soderna. Cub had
actually reserved 20 m nutes also, but actually I
don't know if it is reflected or not. s it
reflected on the schedul e?

JUDGE ALBERS: No .

MS. SODERNA: | indicated that to Ameren | ast
week. But | actually don't have nuch. | just have a
foll ow-up on what was di scussed.

JUDGE ALBERS: It is interesting that these
schedul es indicate that CUB has no questions for
anyone. So if you want to --

MS. SODERNA: Oh, | had reserved 20 m nutes for
M . Nel son.

JUDGE ALBERS: No, you need to talk to someone
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about that.

MS. SODERNA: | don't think it's going to be a

probl em
CROSS EXAM NATI ON

BY MS. SODERNA:

Q Good nmor ni ng. My nanme is Julie Soderna.
represent the Citizens Utility Board, and | actually
just want to follow up on a couple of things that
came up in M. Coffman's cross.

You have stated in response to the
guestions about Rider Q P, the costs incurred?

JUDGE ALBERS: Actually, was your appearance
entered earlier or did someone do that for you?

MS. SODERNA: | believe, yes, she did it on ny
behal f.

Q The costs incurred under Rider QP with
regard to Smart-Grid could be volatile, is that what
you testified earlier?

A It could be, yes.

Q And | think you were discussing that with
regard to if the Comm ssion were to, for exanple,

order the Conpany to nmake certain Smart-Grid
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investments, is that the context of that answer?

A That's the exanmple | used, yes.

Q Assum ng that the Conmm ssion does not order
t he Conpany to initiate Smart-Grid investnments and
assum ng Rider QP is approved, isn't it true that
the investments made under Rider Q P would be subject
to the Company's own proposal s?

A Not necessarily, because storms occur in
our service territory which knock down mles and
mles of line and clearly they are service
reliability issues that's outside of our control.

And that's another exanmple of something that we think
we should be allowed Rider QP to recover.

Q Okay. Let's refer specifically just to
Smart-Grid investnments, the type of Smart-Grid
investments that are contenplated in your testinony,
al t hough the Conmpany acknow edges it doesn't have a
specific proposal with regard to Smart-Grid, is that
right?

A Correct, we do not have, but for one that
we identified. W actually have begun work on

di stribution automati on which many woul d consider to
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be part of Smart-Grid. So we have -- we are spending
money on that currently.

Q In any future projects that you would plan
t hat would fall under the category of Smart-Grid, the
Conpany itself would develop the proposed investnments
under any kind of Smart-Grid category, is that right?

A Yes, we would develop the cost benefit
analysis. That would be filed through Q P.

Q And then under Rider QP the proposals
would go to the Comm ssion and then the Comm ssion
woul d either approve or deny recovery of those
investments in Rider Q P, is that right?

A That's correct.

Q So Rider QP would then function to reduce
t he Conpany's risk with regard to cost recovery on,
for example, Smart-Grid investments, is that right?

A | don't know if | would necessarily agree
with that. You know, we are talking about
investments that are used and useful and investments
t hat are prudent. In either case, whether it is
recovery through QP or through an ordinary rate

case, the Comm ssion is going to hold us to the same
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st andard. So | think we have got the same amount of
risk in either case.

Q The Conpany's preferred cost recovery for
investments |like those that would constitute a
Smart-Grid would be through Rider Q P, correct?

A No. Well, | don't know. We clearly want
to use QP as an option for recovery of Smart-Grid
i nvest ments. Utimtely, though, all investnments are
going to roll through a rate case. So just using a
hypot hetical, if we were able to file a rate case
every year, | don't know if Q P would necessarily be
better. But this helps us so that we can get
recovery. It helps us -- Rider QP helps us so we
can get recovery sooner rather than |ater. And it is
not a risk issue; it is a timng issue, a timng of
when we get recovery.

Q Okay. But the Conpany's clear preference
is to recover that noney sooner rather than |ater,
correct?

A Correct, noney that's being used to provide
reliable service to customers, yes, we would like to

recover it.
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MS. SODERNA: Okay, that's all | have. Thank
you.

JUDGE ALBERS: Any others? Okay, | have one
gquestion for you, M. Nel son.

EXAM NATI ON

BY JUDGE ALBERS:

Q Do you know, or if any of the other Anmeren
wi t nesses know, what portion of the gas -- on the gas
side what portion of fixed costs are currently
included in the monthly charge?

A | have had that discussion with M. Cooper.
| don't remenber the exact details. Pl us, he
overwhelmed me with detail class by class. | think
it is something, anyway. So | think he is the better
one to ask that question.

JUDGE ALBERS: OCkay, thank you. Any redirect?

MR. FLYNN: | have just a couple questions.

REDI RECT EXAM NATI ON

BY MR. FLYNN:

Q M . Nelson, M. Robertson asked you sonme
guesti ons about regulatory lag and how long utilities
have suffered fromit. Do you recall those
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gquestions?

A Yes, | do.

Q Al'l right. Wuld you like to offer any
clarifying remarks about your answers and about
regul atory lag today?

A Yeah. | was -- until he politely cut nme
off, I was trying to talk about the distinction
bet ween regul atory lag in the past versus regul atory
| ag now. And one distinction is the precarious
position that the Ameren Illinois utilities are in.
And the precarious position | am tal king about is
their credit ratings. Wth issue ratings in the junk
bond status and senior secured debt ratings at the
very bottom of the investment grade rating,
regulatory lag is -- that's one distinction.

Anot her distinction is the |evel by
whi ch we are under earning. | mean, we are
dramatically under earning. So it is those two
di stinctions, that we are in a precarious position as
far as credit ratings makes our regulatory | ag
adj ust ment situation worse, and there is no roomto

go down. And it is the |level of under earning which
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is extreme, as | pointed out tonight in nmy testinony.
So those two distinguish it from past periods of
regul atory | ag.

Q Thank you. One nobre question. Ms. Von --
one nore topic. Ms. Von Qual en asked you some
guesti ons about the novenment of enployees from Ameren
Services to the Anmeren Illinois utilities and what
assessnment, if any, you have made about the effects
such a movement would cause directly on efficiency

and costs. Do you recall those questions?

A Yes, | do.
Q Do you want to clarify your answers in any
respect?

A Yes, there is one study that we have done
that | forgot to mention, and it is contained in
exhibit -- well, it is referenced in nmy study, the
565 enmployees. And then it is specifically in
Exhibit 42.1 where it has actually quantified the
cost of these 565 enmpl oyees which is about $60
mllion, 60,655, 000. And, remenber, these 565
enpl oyees are working exclusively for the Illinois

utilities. They are in Ameren Services just so we
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can allocate their costs.

The study that | did in regard to that
was to quantify the inmpact that Staff's allocator had
on the conpanies. And the inpact is an incorrect and
very harnful inmpact, in that under M. Lazare's
al l ocation fornmula, 65.1 percent of the costs of

t hese enpl oyees, 65.1 percent of the $60 mllion,

woul d be not allowed to be recovered in Illinois.
Since he only allows 34 -- on his Exhibit 18.02 he
only allows 34.9 percent of this 60 mllion for
recovery.

The impact of that is severe in that
t he Comm ssion has approved the general services
agreement. And in that agreement --

MS. VON QUALEN: | would like to interpose an
obj ection here. | think M. Nelson is way beyond
anything that | raised in ny cross exam nati on.

MR. FLYNN: | think the witness is putting in
t he perspective of nmovenment of enmpl oyees and the
effect on cost efficiency, the ability to provide
service, when the -- in light of the Staff

recommendati on. | don't see what's inappropriate
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about it.
JUDGE ALBERS: One moment .
(Pause.)

JUDGE ALBERS: Revi ewi ng our collective
menories we don't recall that having been addressed
in the cross examnation of Ms. Von Qual en. We wil
sustain the objection.

MR. FLYNN: We are finished.

JUDGE ALBERS: Okay, recross?

MS. VON QUALEN: | just have one. | think
what's going to be one question.

RECROSS EXAM NATI ON

BY MS. VON QUALEN:

Q When you said, | believe on redirect, that
"We did produce and conduct one study," who is we?

A Mysel f and peopl e working under ny
direction, plus the people that are listed in that
suppl emental response to PL 4.02, various function
heads.

Q So would that be Ameren Services or would
t hat be one or more of the Ameren Illinois utilities?

A It is both. It is people that work
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directly for the Ameren Illinois utilities and people
working in Ameren Services exclusively for the Ameren
Il'linois utilities, and sonme people that are working
in Anmeren Services that are working for all four
utilities.

MS. VON QUALEN: Thank you.

JUDGE ALBERS: M . Robertson?

MR. E. ROBERTSON: Yes, sir.

RECROSS EXAM NATI ON

BY MR. E. ROBERTSON:

Q M. Nelson, it is your position that
Ameren's current financial condition is due to
regul atory | ag?

A It is my position that Ameren's current
financial position is due in part to regulatory | ag.

Q Well, et me ask you this, if | may.
Ameren's bond ratings were downgraded soneti me about
more than a year ago, is that correct?

A It's about that tinme frame, yes.

Q And it is nmy recollection, and hopefully it
is yours, that that was basically done in response to

the threat of legislation fromthe Illinois General
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Assembly to require Ameren to refund noneys coll ected
after the end of the mandatory transition period,
isn't that correct?

A It was due to that and a sale by both
rati ng agencies. It was al so they had a concern
about adequate cost recovery for the Ameren
utilities. So it was both concerns.

Q And the adequate cost recovery relates to
recovery of the cost of purchased power, did it not?

A No, it was not entirely that. It relates
to adequate cost recovery for such things as this
rate case.

Q But for the threat of the reduction in the
Conpany's rates by | egislative mandate and but for
the concern of the financial community that Ameren
woul d not be allowed to recover the cost of the power
that it had to purchase for those custoners it had to
continue to provide -- supply service for, would
t here have been a de-rating due to regulatory |ag?

A | am not entirely sure, but | am very sure
that the Company's ability to recover the delivery

service costs is a reason that we are still in junk
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bond status. And the rating agencies are waiting to
see what type of recovery we do get before they
deci de whether the rating goes in a positive
direction.

Q So if you get reasonable rate relief in
this case and the mandate associated with the
creation of the Illinois power agency to allow them
to purchase power for you and allow you to pass that
cost on, and given the fact that the General Assenbly

has not seen fit to order you to reduce your rates,

is it likely that your financial condition wl
change?

A The rating agencies, | amtrying to
remenber which one, | believe it is S&P, has given us

a positive outlook for the three things that you have
mentioned. The | egislature has not intervened, the
| egi sl ature and the Conmm ssion allow ng recovery of
costs, we have got a wait and see attitude for this
rate case.

Q And in your experience in the utility
i ndustry prior to this tinme, have you ever heard of a

utility being down rated due to the existence of
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regul atory lag in the regulatory contact?

A Yes. Union Electric is a good exanple.
They started out with a rating of, | believe, double
A, as they started building their nuclear facilities.
And via regulatory lag they were down to one notch
above junk bond status by the time they were
finished. It is a regulatory lag issue.

Q Al'l right. And Union Electric was able to
build that plant w thout anything like Rider QP, is
t hat correct?

A | am not sure whether any QP was all owed
in rate base. M . Cooper m ght be able to --

Q QUIP, | mean.

A | am sorry?

Q W t hout anything |ike QUIP.

MR. FLYNN: Ql P.

A Q P.

Q Q P, excuse ne.

A M . Cooper m ght be able to answer that
gquestion better than I.

MR. E. ROBERTSON: | have nothing further.

JUDGE ALBERS: Thank you, everyone. Thank you,
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M . Nel son.
(W tness excused.)

Was there anything else? | do not
believe there is anything else for you. Wth that
why don't we take an hour break for lunch?

Oh, any objection to any of the
exhi bits? Hearing none, then CILCO Exhibit 2.0E,
2.0G CIPS 2.0E, 2.0G [P 2.0E and 2.0G, 18.0 Second
Revi sed and 42.0 Revised except for the rulings from
| ast Friday will be admtted, and 42.1 are all
admtted. And then we have marked Exhibit 42 with
lines 306 to 308 and 42.2, for the record sinply as a
pl ace holder, if you will, or an offer of proof for
Ameren's potential petition for interlocutory review,
and also AG Cross Exhibit 2 and AG Cross Exhibit 3
are admtted.

(Wher eupon AnerenCl LCO Exhi bit
2.0E, 2.0G, AnerenClIPS 2.0E
2.0G, AmerenlP 2.0E, 2.0G,
Ameren Exhibits 18.0 Second
Revi sed, 42.0 Revised, 42.1

Revi sed, 42.2, and AG Cross
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JUDGE ALBERS:

|l unch for

an hour

Exhi bit 2 and AG Cross Exhi bit

were admtted into evidence.)

And with that we will break for

and return with Ms. MShane.

(Wher eupon the hearing was in

recess for

1:45 p.m)

l unch from 12:45 to

3
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AFTERNOON SESSI ON

JUDGE YODER: Go back on the record then.

Ms. McShane, | don't believe you were sworn.
(Whereupon the wi tness was duly
sworn by Judge Yoder.)

JUDGE YODER: M. Flynn or M. Casey?

MR. FLYNN: | am ready.

KATHLEEN C. McSHANE

called as a witness on behalf of Petitioners, having

been first duly sworn, was exam ned and testified as

foll ows:
DI RECT EXAM NATI ON

BY MR. FLYNN:

Q Woul d you please state your nane for the
record.

A Kat hl een C. McShane.

Q Ms. McShane, in this proceeding did you
prepare the following direct testinony, the follow ng
pi eces of direct testinony, AnmerenClLCO Exhibits 7.0E
and 7.0G, AmerenClIPS Exhibit 7.0E and 7.0G, and
Amerenl P Exhibit 7.0E and 7.0G, each one including

testi nony and schedul es, including a revised Schedul e
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3.10.1 and 3.10.27

A Yes, | did.

Q And are those -- is the testinmny and
information provided in those exhibits true and

correct to the best of your know edge?

Q And did you al so prepare and submt
rebuttal testinony marked as Ameren Exhibit 22.0 with
an exhibit, Ameren Exhibit 22.1, and surrebuttal
testi nony Ameren Exhibit 46.0 which also was
acconpani ed by Ameren Exhibits 46.1, 46 -- actually,
we are going to call those schedules, including with
attached Schedules 46.1 through 46. 3?

A Yes, | did.

Q And is that testimny and are those
exhibits true and correct to the best of your
know edge?

A Yes, they are.

MR. FLYNN: Judge, at this time we would nove
for the adm ssion into evidence of Ms. McShane's
direct, rebuttal and surrebuttal testimny. As |

noted, we have treated the attachments to her
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surrebuttal testimny, 46.0, as schedul es, rather
t han separate exhibits, and they are to be consi dered
part of her surrebuttal testinony.

JUDGE YODER: Do you tender Ms. McShane then?

MR. FLYNN: Yes.

JUDGE YODER: All right. W wll begin with
M. Oivero.

CROSS EXAM NATI ON

BY MR. OLI VERO:

Q Good afternoon, Ms. M Shane. My nanme is
JimOivero and | represent the Staff wi tnesses of
the Illinois Commerce Comm ssion. There are a couple
areas of your testinony that | want to discuss with
you, the first involving your testimny regarding
bet a.

A Yes.

Q And | am going to call your attention to
your direct testimony, Ameren Exhibit, and | had the
CILCO 7. 0E on page 29.

A | have that.

Q Woul d you agree that systematic risk is the

same as non-diversifiable market risk?

231



10

11

12

13

14

15

16

17

18

19

20

21

22

A Yes.

Q And woul d you al so agree that unsystematic
risk is the same as diversifiable firm specific risk?

A Yes.

Q And is it correct to say that security
price nmovenments reflect both systematic risk and
unsystematic risk?

A Yes.

Q Does the proportion of stock price movement
due to systematic risk differ across securities?

A Say that again, please.

Q Does the proportion of stock price movement
due to systematic risk differ across securities?

A Yes.

Q | would like to call your attention to your

surrebuttal testimny, Ameren Exhibit 46.0, pages 8

t hrough 10.
A | have that.
Q s the model with which you estimted betas

using the weekly stock prices following the return on
the security or sanple equals an intercept plus the

product of beta and the return on a market portfolio
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plus a residual for error?

A Yes.

Q And is that known as the market nodel ?

A Yes.

Q Woul d it be correct to say that the
i ndependent variable in the market model is market
return?

A Yes.

Q And is it also correct to say that the
dependent variable in the market mpodel is sanple
company returns?

A Yes.

Q And could you describe for us the nodel
with which you estimted betas using the monthly
stock prices?

A Same, only the intervals were nmonthly
rat her than weekly.

Q And so it is correct to say that the

i ndependent variable in this market nodel is the sane

as in the weekly one?

A Yes.

Q And |i kewi se for the dependent vari able?
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A Yes.

Q And that's -- | assunme that's also known as
t he mar ket nodel ?

A Yes.

Q Is it true the only difference between the
two is the sanples of stock prices from which they
are estimated?

A Yeah, the nmonthly nodel uses monthly price

changes and the weekly nodel uses weekly price

changes.
Q If you would refer to page 9 of your
surrebuttal testimny, Ameren Exhibit 46.0, line 187,

you are referring to an item called R Squared?

A Yes.

Q Do you agree that R Squared measures the
proportion of novenment independent variables can
expl ai n?

A Yes.

Q Do you agree that with respect to the
mar ket nodel, R Squared is the ratio of systematic
vari ance divided by total variance?

A | think that's right, yes.
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Q Do you al so agree that R Squared that you
presented in your surrebuttal testimny is known as
the co-efficient of determ nation?

A Yes, that's correct.

Q And do you agree that the co-efficient of
determ nation equals the correlation co-efficient
squar ed?

A Yes.

Q Woul d you agree that beta equals the
correlation co-efficient between a given stock's
return and the market return times the standard
deviation of the stock's return divided by the
standard devi ation of the market returns?

A Yes.

Q If an R Squared for an estimte of the

mar ket nodel equals .5, does that nean that the

mar ket portfolio explains 50 percent of the variation

of the securities stock price movements?
A Sorry. Could you say that again?
Q Sur e. If an R Squared for an estimte of

t he market model equals 0.5, does that mean that the

mar ket portfolio explains 50 percent of the variation
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in the securities stock price movenents?

A Yes.

Q And if the R Squared portion of the market
model equals 0.5, does that mean that the nmodel
estimated at 50 percent of the securities' return is
systematic risk?

A That would follow, yes.

Q When researchers tested a nmodel using
regression analysis, are they trying to determ ne
whet her there is a statistically significant
relati onship between the independent variable -- or
the variables on the one hand and the dependent
vari able on the other?

A Yes.

Q Are researchers testing a model, exam ning
whet her that nmodel explains the observed variation in
t he dependent vari abl e?

A Yes, for the purpose of trying to use that
to estimate the future val ue.

Q Is it correct that when testing a nodel
di fferent researchers may use different sanpl es of

observations for both the dependent and independent
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vari abl es?

A Absol utely.

Q And do you agree that estimating beta from
sanmpl es of realized return will result in measurenent
error in the beta?

A Yes, that's one of the standard errors it
tests to measure.

Q Thank you. Would this use of sanples of
realized returns also result in measurement error in
the estimate of the proportion of the security's
total return that is systematic?

A Yes.

Q Is it true that the measurement error is
due in part to substituting realized security price
movenments for investor expected security price
movement s?

A That could be part of it, yes.

Q You provi ded work papers in response to a
Staff Data Request RP 15.01 that were | abel ed McShane
WP9, do you recall that?

A No.

Q We had included in Staff Group Exhibit
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Number 1 -- you say you don't have those with you?

A If I do, | don't recognize it by the
number .

MR. OLI VERO: Okay. May | approach the
wi t ness, please?

JUDGE YODER: Sur e.

MR. FLYNN: \Which one is it?

MS. BUELL: It's the third one down.

BY MR. OLI VERO:

Q Do you have those, Ms. MShane?

A | have this stack, yes. Did you point ne
to one in particular?

Q Oh, no, not yet. | am sorry. I n your
mont hly regressions did you use the total change in
stock price as your measure of stock returns?

A No, just the price change.

Q And in your weekly regressions how many
observations did you use?

A A good questi on. It should be
approximately 260, but it may be slightly different

dependi ng on how many weeks there actually were in a

year . But | think it tells in the page that you gave
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me. No, it doesn't. Sorry. | believe it is 260.
Q In your testinmony you reference Val ue Line

several tinmes, so you are famliar with that service,

correct?
A Yes.
Q Do you know how many observati ons does

Val ue Line use?

A | believe they use 260 if they have them
and they don't do -- they don't cal cul ate bet as
unl ess they have a m ni mum nunber of observati ons.
think it is two or three years worth, but | don't
recall exactly.

Q WIl the R Squared and the standard error
change as observations are added or dropped?

A Yes, nost |ikely.

Q And in your regressions what day of the

week did you use?

A | don't know the answer to that question.
| would have thought it was Friday, but | don't know
for sure. | don't think it makes any difference.

Q Do you know what -- oh, |'m sorry.

A | was going to say as long as it is
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consi stent.

Q Do you know what day of the week Value Line
uses?

A No, | don't.

Q Do you know, if the day of the week for
regressions change from Friday to Wednesday, would R
Squared and the standard error change?

A It could, but | wouldn't think that it
woul d change materially.

Q | f Wednesday data resulted in a higher R
Square and | ower standard of error than Friday data,
woul d that signify that Wednesday's beta would be
better than Friday's beta?

A | suppose literally, yes. But | wouldn't
choose to go to Wednesday versus Friday just on the
basis -- | mean, this analysis was intended to show
that there was a systematic difference between the
mont hly approach and the weekly approach.

Q Woul d you agree that statistical accuracy
is the degree of conformty of a measure or a
cal cul ated quantity to its actual value?

A Coul d you repeat that, please?
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Q Sure. Wuld you agree that statistical
accuracy is the degree of conformty of a measure or
a calculated quantity to its actual value?

A What | understand you to be saying is that
statistical accuracy means that the resulting
equation will predict something close to the actual
val ue. So, yes, | would agree with that.

Q Thank you. Would you al so agree that
statistical precision is the degree to which further
measurements or cal cul ati ons show the sanme or sim |l ar
results?

A | have no reason to disagree with that
definition.

Q Woul d you agree that standard error is a
measure of precision?

A Standard error is a measure of how |likely
the predicted value -- sorry, let me start over.

The standard error measures what the
possi bl e range of error around the measured val ue is.
So, in other words, if you said -- if you measured a
beta .5 and the standard error is, let's say, .1,

what the standard error tells you is that the actual
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value is highly likely to be within .5, plus or m nus
1.

Q So you woul d not agree that standard error
is a measurement of precision?

A Yeah, | guess you could call it a measure
of precision in the sense that it tells you how
confident you can be that what you have measured is
the right number.

Q Woul d you agree that a statistica
popul ation is a set of entities about which
statistical inferences are to be drawn, often based
on random sampling?

A Yes.

Q And would you agree that a sanple is that
part of a population which is actually observed?

A Yes.

Q When estimating beta do you use a sanpl e of
stock prices or the popul ation of stock prices?

A A sampl e.

Q Do you recall giving a response to a Staff
Dat a Request JF 6.017

A Yes.
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Q Woul d you have that with you?

A | believe | do.

Q That's in the stack of group exhibits as
wel | .

JUDGE YODER: Early in the stack?

MR. OLI VERO: Li nda woul d know where it is at.

MS. BUELL: Nunmber 2.

A | have that.

Q In that response to Staff Data Request JF
6. 01 you state that the statistics shown in Table 1
of page 9 of your surrebuttal testinmony are wi dely
accepted as measures of the regression goodness of
fit. Do you agree that goodness of fit describes how
well a statistical nodel fits a set of observations?

A Yes.

MR. OLIVERO: That's all we had.

JUDGE YODER: | believe Staff was the only
party that reserved cross. Do you have any -- do you
want to confer with your w tness, M. Flynn?

MR. FLYNN: No, we have no redirect.

JUDGE YODER: Any objection to the adm ssion of

Ameren Exhibit 7.0E and G for each of CILCO, CIPS and
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| P and acconpanyi ng exhibits, Ameren Revi sed Exhibit
3.10, Ameren Exhibit 23.0 along with attached
schedul es, and Ameren Exhibit 46.0 along with
acconpanyi ng exhibits. Any objection to those,
M. Oivero?

MR. OLI VEROC: No, Your Honor.

JUDGE YODER: Anyone el se have any objection to
those? All right. Those will be admtted into

evidence then in this docket.
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(Wher eupon AnerenCl LCO Exhibits
7.0E and 7.0G, AmerenClPS
Exhibit 7.0E and 7.0G, and
Amerenl P Exhibit 7.0E and 7.0G,
Ameren Exhibit 3.10 Revised,
22.0, 22.1, and 46.0 were
admtted into evidence.)
(W tness excused.)

MR. FLYNN: | guess we will have M. Adans.

JUDGE YODER: M. Adams, fine. All right.

Adans, you were previously sworn?
W TNESS ADAMS: Yes, | was.

JUDGE YODER: | was going to say Judge Al bers
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is comng down for M. Adans.

(Pause.)

M CHAEL ADAMS
called as a witness on behalf of Petitioners, having
been first duly sworn, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. FLYNN:

Q Woul d you please state your nane for the

record.
A M chael Adans.
Q M . Adams, by whom are you enpl oyed?
A Concentric Energy Advisors.

Q And did you cause testinmony and exhibits to
be prepared for this proceeding?

A | did.

Q Al right. Did you submt direct testinmny
and exhibits marked as AmerenCl LCO Exhibit 5.0E with
attached Exhibits 5.1 through 5.15E, AmerenClLCO
Exhibit 5.0G with attached exhibits 5.1G through
5.14G, AmerenCIPS Exhibit 5. 0E with attached exhibits

5.1 through 5. 15E, AmerenCIPS Exhibits 5.0G with
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attached Exhibits 5.1 through 5.14G, Amerenl P Exhibit
5.0E with attached exhibits 5.1 through 5.15E, and
Amerenl P Exhibits 5.0G with attached Exhibits 5.1

t hrough 5. 14G?

A Yes.

Q And was that testinmny and were those
exhi bits prepared by you or under your direction and
supervi sion?

A Yes.

Q And are those exhibits true and correct to
t he best of your know edge?

A They are.

Q Did you also submt rebuttal testinmny and
exhi bits marked as Ameren Exhibit 21.0 with attached
Exhi bits 21.01 through 21.15?

A Yes.

Q And are those exhibits -- were those -- is
that testimony and were those exhibits prepared by
you or under your direction and supervision?

A Yes.

Q And are they true and correct to the best

of your know edge?
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A Yes.

Q Did you also prepare surrebuttal testimony
mar ked as Anmeren Exhibit 45.0 with attached Exhibits
45.1 through 45.5?

A Yes.

Q Were those -- was that testimny and were
t hose exhibits prepared by you or under your
direction and supervision?

A Yes.

Q Are they true and correct to the best of
your knowl edge?

A Yes.

MR. FLYNN: At this tinme we would move for the
adm ssion into evidence of M. Adans' direct
testinony and exhibits, rebuttal testinony and
exhi bits, and surrebuttal testimny and exhibits.

JUDGE YODER: All right. W wll handle the
adm ssibility of those at the close of cross. I
believe Staff and the Attorney General has reserved
cross, is that correct? Staff, do you wish to begin?

MR. OLI VERO: Sure, | will go first.

247



10

11

12

13

14

15

16

17

18

19

20

21

22

CROSS EXAM NATI ON

BY MR. OLI VERO:

Q M. Adams, ny name is Jim O ivero.
represent the Staff w tnesses of the |CC. | would
just like to discuss with you this afternoon the
i ssue of capitalized payroll. | am going to refer
you to your surrebuttal testimony, Ameren Exhibit
45. 0, pages 32 through 37. In that testimny you
di scuss Staff witness Kahle's inclusion of gross
payroll in his cash working capital adjustment, is
t hat correct?

A Yes.

Q Do you agree that processing and payi ng
payroll is part of the Conmpany's day-to-day

operations?

A Yes.
Q | am sorry?
A Yes.

Q Did you include any part of the payroll to
be paid in January 2009 in rate base in this
proceedi ng?

A No, it is outside the test year.
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Q
payr ol |

A

WIIl the Conmpany require cash to neet its

in January of

20097

The Conpany requires cash to pay all of its

expenses, Yyes.

Q
payr ol |
A
Q

A

on the capital

WIIl a portion of

be capitalized?

Presumabl y, yes.

And when wil |l

As the project

project, t

the January 9, 20009,

payroll be capitalized?

is performed and people work

hat

portion is capitalized

and it is unitized and included in rate base.

MR. OLI VEROC:

wel |,

that's all the questions |

had on capitalized payroll.

W TNESS ADAMS:

Thank you, M. Adans.

You are wel conme.

MS. VON QUALEN: | have a few questions for hi

as wel | .

CROSS EXAM NATI ON

BY MS. VON QUALEN:

Q
Qual en,

A

Q

Good afternoon,

M .

Adans. | am Jan Von

also representing Staff w tnesses.

Good afternoon.

The first

t hi ng

would Iike you to do is

m
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to |l ook at your surrebuttal testinmny at page 43. I n
the first question and answer on that page you state
t hat both you and Joseph Weiss formerly were enpl oyed
by Navi gant and now are enployed by Concentric, is
t hat correct?

A Yes.

Q And then turning to page 44, on the third
guestion and answer on that page you discuss
M. Weiss' hourly billing rates. Do you see that?

A Yes.

Q And state that Ms. Ebrey's discussion of a
pronmoti on was incorrect?

A Correct.

Q Just bear with ne a second.

(Pause.)
| am | ooking for a response to TEE

18. 08. It is in the group of exhibits. Just so
while | am |l ooking if anybody else wants to | ook.

MR. FLYNN: TEE 18.087?

MS. VON QUALEN: Yes, it is towards the bottom

(Pause.)
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BY MS. VON QUALEN:

Q | am showi ng you a copy of Ameren's
response to TEE 18.08 which was prepared by Andrew
W chmann. Have you seen that before?

A If I have, | don't recall it.

Q Do you see that he discusses two
consul tants which he names Consultant A and
Consul tant B?

A Yes.

Q And the response states that Consultant A
was formerly associated with Navigant and then he was
enpl oyed by Concentric?

A Yes.

Q Do you know, M. Adans, is Consultant A
M. Weiss?

A Presumabl y so. | don't know that for sure.
You woul d have to ask M. W chmann.

Q The response further states that Consultant
A was pronoted. Do you see that?

A | do.

Q Have you been pronoted since you noved to

Concentric?
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A No.

Q Now referring you to the question and
answer that starts at the bottom of page 43 and
continues on to page 44. You discuss passing on
changes in billing rates to clients on existing

proj ects. Do you see that?

A Yes.
Q Has any Staff wi tness claimed that the
billing rates used for the rate case were incorrectly

billed to the client Ameren Services?

A Staff witness Ebrey is, | believe,
proposing to disallow them because of the increase.

Q s it your understanding that her proposal
addresses Aneren Services paying for the increase or
Ameren Il linois utilities paying for the increase or
are you aware of a distinction?

A There is a distinction. | mean, we did the

work for AMS which ultimtely would have billed to

pay out of the Ameren Illinois utilities. So the
Ameren Illinois utilities would ultimately have borne
t he cost.

Q Well, Ameren Illinois utilities is
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requesting to have recovery of the costs in this rate
case. You woul d agree with that?

A Yes.

Q But given that your contract is with Ameren

Servi ces Conpany, would you agree with nme that

actually Concentric should be billing Ameren Services
Conpany?

A We do bill Ameren Service Conmpany who in
turn bill the Ameren Illinois utilities.

Q And would you agree with me that what

Ms. Ebrey has suggested is that Ameren IIllinois
utilities should not be able to recover that
i ncrease?

A Can you state that again?

Q Yes. Would you agree with nme that
Ms. Ebrey's recommendation did not in fact address
Ameren Service Conmpany at all but in fact addressed
whet her Ameren Illinois utilities should be able to
recover that anount from ratepayers?

A | just don't follow that distinction
because it is billed directly from AMS to the Anmeren

[llinois utilities.
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Q | understand that you don't agree with it.
But do you understand that that is what her

adj ustment is?

A | understand. | just don't agree.

Q M . Adams, do you know if Concentric or
Navi gant at any time informed Ameren IIllinois
utilities and Ameren Services Conpany that its
billing rates were going to be sonmething other than

what was in the letter of agreement provided to Staff
in response to Staff Data Request TEE 2.28?

A These woul d have went through the January
i nvoice. The January 2008 invoice would have
reflected the new rates.

Q So to the extent that Concentric informed
Ameren Services Conpany, it wasn't through a letter;
it was through a nonthly billing?

A That's correct. And as the DR response
t hat you showed ne states at the bottom it says
actual post-filing support will be provided on a tine
and material basis at CEA's then current rates.

Q Now | am | ooki ng at page 47 in your

surrebuttal testinmony. Do you see there that you
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di scuss the processes you used to prepare estimates
of cost to support the preparation and support of the
Ameren Il linois utilities' rate cases?

A Yes.

Q As | understand it, you prepared two

separate estimtes, one for preparation of the rate

filings and a separate estimate to support the
filings, is that correct?

A Yes.

Q In the third sentence you say that the
estimate to support the filings is, quote, largely an

approximation of the likely to be incurred costs. Do
you see that?

A Yes.

Q Woul d you agree that that description would
be accurate for any budgeted amount ?

A Yes.

Q It is also true, is it not, that the
estimate for cross associated with the preparation of
the rate cases is an approximtion of |ikely to be
incurred costs?

A But prepared with much better know edge
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because it is under our control of what needs to be
done within that time frame. Once the case is filed,
it is outside of our control. How many data requests
we get, what the direct and rebuttal testinmny of the
parties |look like, and there are factors in
post-filing support that are outside of our control.
So | have a much better confort |evel of preparing
the estimate for preparation of the case than | do
for post-filing support.

Q Thank you.

MR. FLYNN: Are you noving onto another area?

MS. VON QUALEN: Yes.

MR. FLYNN: Before you do, you asked M. Adans
about TEE 18.08 and who Consultant A was; and we can
stipulate that that was M. Weiss.

MS. VON QUALEN: Thank you.

MR. FLYNN: So there is no need to -- | nean,
you can go ask M. Wchmann if you want, but there is
no need to get that information fromhim We wil
stipulate that that's who A is.

MS. VON QUALEN: That's hel pful. There goes

anot her third sentence.
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MR. FLYNN: Every little bit.

BY MS. VON QUALEN:

Q Now, M. Adams, | am going to draw your
attention to your direct testimny, and | am starting
out | ooking at page 3, but | don't know if you need
it or not; | have got it.

You are sponsoring a study related to
the services provided to the Anmeren Illinois
utilities by Ameren Services Conpany?

A Correct.

Q And that would be on your Schedule 5.147?

A Exhi bit 5.14, vyes.

Q This is a study that Ameren Services
Conpany comm ssioned to determ ne whether the amounts
charged to the Anmeren Illinois utilities were
reasonabl e?

A At the request of the Anmeren Illinois
utilities, yes.

Q Was the study performed by you or under
your supervision?

A Yes, it was.

Q In that study did you make a determ nation
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of the reasonabl eness of the costs?

A Yes.

Q Did you find that any of the costs were not
reasonabl e?

A We had a question about a few itens, but it
was not hing materi al .

Q So in answer that is yes, that you found
t hey were reasonabl e?

A Yes.

Q | am assum ng that all of the 197 service
requests review pages, all of the costs on those 197
pages, you found to be reasonable?

A Correct.

Q Now, if you would go to page 46 of Schedul e
5.14 which is the study itself -- yeah, page 45, am
correct that for the review of the service requests
which | am going to call SRs someti mes and service
requests sometimes, just so there is no confusion,
you identified 881 service requests that had the
all ocation factors inmpacting the Ameren Illinois
utilities?

A Correct.
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Q
t hat cont a
adm ni stra

A

> O > O

Q
testi nony

A

Q
revi ewed?

A

And your analysis focused solely on the
i ned charges that were allocated to the
tive and general accounts?

Correct.

That was a total of 411 SRs?

Correct.

Did you review the remaining 440 SRs?

| have, yes.

Was that before you filed your direct
and prepared your study?

Some of them were, yes.

And when were the remi nder of them

SRs

In preparing my testimny response to Staff

wi tness Lazare.

Q
determ ne

A
testinony?

Q

A

had A&G ch

Now, when you reviewed the -- how did you

which of the SRs to review?

In the report that followed my direct

Yes.

We | ooked at all of the A&G -- the SRs that

arges to the Ameren Illinois utilities,

and
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| ooked at those with dollars charged in excess of
$50, 000. So that came up with 197 SRs which account
for approximately 98 percent of the total dollars for
A&G.

Q And how did you cone to decide that $50, 000
was the cutoff to determ ne which of the SRs to
revi ew?

A Just an issue of materiality.

Q You just made a professional judgment?

A Correct, and it is a process-related review
as well. So, | mean, if the larger dollars are being
charged and allocated in an appropriate manner, we
made the assunption that everything under 50,000 was
as wel | .

Q Looki ng at page 46, the first ful
par agraph states CEA reviewed the charges to the
Ameren Illinois --

A | am sorry, you are on the testimny or on
the --

No, I am still in the study, 5.1.

A Page 46, sorry.

Q And | am | ooking at the first ful
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par agr aph. It says CEA reviewed the charges to the
Ameren Illinois utilities and the description of the
wor k provided under the SR to assess the nature of
the services provided by AMS to the Anmeren Illinois
utilities. What exactly did you review?

A We reviewed the service request itself to
determ ne what the nature of the work was. W talked
to individuals both from AMS and to a | esser degree
to the Anmeren Illinois utilities to speak
specifically about the service requests to find out
the type of work that was being performed, who was
perform ng the work, and how that work was being
charged. And then followed that through the review
process, including how the allocations -- once the
dol l ars are captured by the service request, how they
are allocated to the conpanies.

Q The service requests, are they what's
attached to Appendix 6 or is this Appendix 6, this
service request review, is that something that you
created yoursel f?

A That's a summary of the service requests.

Q So the service request had nmore information

261



10

11

12

13

14

15

16

17

18

19

20

21

22

on it than what is provided in the service request
reviews on Appendi x 67?.

A Page 29 gives you an example of the service
request .

Q O your study?

A Yes.

Q Okay. So you reviewed a service request,
an exanple of which is on page 29, and did you review
-- and you spoke to some people at AMS and to a
limted degree people at Al U?

A Reci pi ents of the services, yes.

Q And did you review any other docunents?

A Obvi ously, we reviewed all the financial
i nformati on associated with the service requests and
dol l ars that were collected and then the allocation
process.

Q And were you famliar with the genera
service agreement ?

A Yes.

Q Did you review that in connection with your
review as well ?

A Yes.
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Q And then | am going to just have you
explain to me or describe to me how you created this
service request review. | am | ooki ng at page 1 of
Appendi x 6, the first of the service request review
pages. It's got on the left-hand corner SRID. I's
t hat something that came from the actual service
request that you | ooked at?

A Yes.

Q And what about the project name?

A Project name also is fromthe service

request .
Q And Lead RNC?
A Yes, that's also fromthe service request.
Q What about the description?
A That's also from the service request.
Q The amount charged to Illinois utilities?
A No, that would have been financi al

information. The service request itself just

descri bes the services. It does not reflect an
ongoi ng summary of the dollars charged to the service
request. This is a summary of the actual dollars

charged for the service request.
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Q So is this something that you cal cul ated or
is this something that you got from a docunment that
was given to you by either AMS or Al U?

A We got it fromthe financial system of the
conpany.

Q Of Aneren Services Conpany?

A Well, yes. Actually, Ameren Corporation
because it's each of the subsidiaries of Anmeren.

Q OCkay. And then going further down where it
says allocation, is that from the service request?

A Yes.

Q And al l ocation factor description, is that
from the service request?

A The description is also on the service
request .

Q And the sanme with that allocation fornula?

A The allocation fornula is sonmething we
added.

Q Okay. When you conducted your review,
would it be safe to say that, as you created each of
t hese pages which are service request reviews, you

| ooked at the service request, you checked to nmake
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sure everything was accurate and then you put it
al together, and | guess you cal cul ated what the
all ocation formula was?

A We didn't calculate it. | mean, that's
just what the allocation formula is.

Q | am not a math person so it | ooks like a
cal culation to ne.

A | don't want to | eave you with the
i mpression that was the sum total of the work that we
did, either. You know, we reviewed each of the
service requests to determ ne whether the work that
was being performed made sense within the context of
a regulated utility and whether the type of work
bei ng performed was necessary for the services that
t hey provide.

Q Then did you also consider whether the
allocation in the allocation fornula was appropriate,
given the services that were provided?

A Yes.

Q And that the description matched what was
actually done for the service request?

A They go hand in hand. The description
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follows the allocation nunber, if that's what you are
asking nme.

Q | wasn't asking if they go hand in hand,
but if they do, that's good. So the service request
reviews, the 197 service request reviews that are
i ncluded in Appendix 6, they are basically a summary
of your study and your name is behind it. You t hink
they are accurate; they accurately represent what

happened and how the costs should be allocated?

A Yes.
Q How the costs are allocated?
A Yes.

Q And of the 190 SRs that are included in
Appendi x 6, they allocate 150,801,939 in costs to the
Ameren Il linois utilities?

A Approxi mately, yes, out of a total of 118
mllion A&G charges.

Q Looki ng again at the service request
review, on each one of themthere is a grand total
and that grand total represents the amount billed by
AMS to the Ameren subsidiaries, is that correct?

A To the Anmeren subsidiaries, yes.
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Q And you reviewed the grand totals for each
of the 197 service requests?

A Yes.

Q And determ ned that each of those totals
was a reasonable amount for AMS to charge?

A Correct.

Q And each of the 197 service request reviews
al so contains an allocator for allocating the grand
total to the Ameren subsidiaries, is that correct?

A Yes.

Q You revi ewed each of the 197 allocators and
concl uded that each of themis an accurate allocator
for the costs being charged by AMS under the
i ndi vi dual service request?

A | believe | already answered that yes.

Q In your opinion is there sufficient
informati on on each of these service request review
pages to determ ne whether the allocator is
appropriate?

A For the mpost part, yes.

Q And when you were reviewi ng the allocators,

did you take into consideration the GSA?
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A Yes.

Q Woul d you agree that both the grand total
on each of the service request review pages and
all ocation factor must be reasonable in order for the
amounts allocated to AmerenClI LCO, AmerenClPS and
Amerenl P to be accurate?

A Coul d you repeat that?

Q Woul d you agree that in order for the
amounts allocated to AmerenClI LCO, AmerenClPS and
Amerenl P to be accurate, both the grand total must be
accurate and the allocation factor that is used nust
be accurate?

A Yes.

Q Woul d you also agree that if either the
grand total or the allocation factor is incorrect,
then the amounts allocated to AmerenCl LCO, AmerenClPS
and Amerenl P would be incorrect?

A Not necessarily, no.

Q How could the amounts all ocated be accurate
if either the grand total or the allocator was not?

A If the total dollars aren't reflected in

the service request for some reason, the allocation
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woul d actually be | ower than what the charge should
have been.

Q So you are saying if the grand total is
incorrect and lower than it should have been?

A Ri ght . | don't think that's happening
here. | am just saying that's a scenario.

Q And the all ocator was correct?

A Ri ght .

Q But even then the allocation wouldn't be
accurate, wouldn't be correct, as far as getting the
correct amount of allocation to each of the Illinois
utilities?

A It would reflect an accurate allocation of
the dollars that are captured in the SR.

Q The allocation would be correct, but the
dol l ars woul d be incorrect?

A Correct.

Q And | am | ooking again at the report itself
at page 46. You state, "A review of Appendix 6
provides a better understanding of the services
provi ded by AMS and the reasonabl eness of the

allocation factors used to allocate costs to each of

269



10

11

12

13

14

15

16

17

18

19

20

21

22

the Ameren subsidiaries.” Do you see that?

A Yes.

Q So you believe the reasonabl eness of the
al l ocation factors for the 197 service requests can
be determ ned from a review of Appendix 6?

A Yes.

Q Is there anywhere else in your report from
whi ch one could determ ne the reasonabl eness of the
al l ocation factors for those 197 service requests?

A The ot her place would be in the
benchmar ki ng work that was performed. W benchmarked
the costs for the entire utilities, |ooked at the A&G
expenses of each of the Ameren Illinois utilities,
both for the gas business, the electric business and
combi ned busi nesses. Benchmar ked t hose agai nst all
other utilities and also on a reasonabl e basis and on
a science basis, and then we also benchmarked on a
service cost basis or process cost basis the dollars
and conpared those to other benchmarks that were
provided to us by a subsidiary or a contractor.

Q Okay. But now the benchmark study, that

woul dn't help with any of the individual service
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requests?

A Correct, it would be in total.

Q And do you believe that the reasonabl eness
of the grand totals for each of the 197 service

requests can be determ ned from a review of Appendi x

67
A In | arge part, vyes.
Q How woul d you do that?
A Look at the nature of the work. If you

| ook at page 1, for exanple, read for Ameren
Services, and the charges are actually for -- it
states right in the description that it is supporting
I1linois delivery services. So the costs are
appropriately charged to each of the Ameren Illinois
utilities based upon the electric and gas
di stribution customers.

So it is looking at the title. It is
| ooking at the -- by title |I mean project nanes --
| ooking at the description and | ooking at the
al l ocation basis that's used and making a judgnment
call. And as | have stated in my rebuttal and all ny

testinmony, nmy direct, rebuttal and surrebuttal, a |ot
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of the service requests are actually direct charged
to the Anmeren Illinois utility or to various, just to
the utilities. And |ooking at the basis of
al l ocation you can make a determ nation based upon
the nature of the work whether that allocation is
appropriate.

Q So you found it appropriate to have an
all ocation factor based on a nunber of electric and
gas distribution customers for a project that
captured the costs of providing facilities to AMS
enpl oyees supporting the Illinois delivery services?

A What page are you | ooking on?

Q Page one.

A Yes.

Q Are those delivery services for electric

A Yep.

Q Looki ng at the grand total which is ten
mllion plus, how would a person |ooking at this know
t hat that grand total was reasonable as opposed to a
grand total of nine mllion or fifteen mllion?

A In this case it doesn't really matter
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because the same dollar anount actually comes through

as other revenues for the conpanies, and it is a wash

to the Illinois customers. These are actually
facilities that are owned by the Anmeren Illinois
utilities that Ameren Services Conpany personnel sit,
reside in, and they charge the Ameren Illinois
utilities rent and then give it -- basically it flows
back to the Ameren Illinois utilities as a wash.

Q And how woul d you know that by | ooking at
this, if you were soneone |like ne on staff?
A Ask the question, | guess.

Q Do you have a copy of the GSA with you

t oday?
A | do. What version? | have got one that
was approved in March of '08. | think it is the

| at est one.
Q | have the one that was attached to

M . Lyons' testinony.

A | don't know what version that was.

Q It was signed in February 23 of 'O07.

MR. FLYNN: | can give hima copy you gave ne
earlier.
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MS. VON QUALEN: | can give you another copy.
We can just pass them around.

Q Now, woul d you agree that the GSA
identifies the various departnments of AMS which
provide services to Anmeren's subsidiaries? And I
think this is in the appendi x after the signature
page.

A It lists the expected services to be
provi ded, yes.

Q For exanmple, the first department is
Billing Service foll owed by Business Services?

A That's correct.

Q And in each of these departments the GSA
provi des for each of these departnments a |ist of
expected allocation factors?

A Expected, yes.

Q For exanmple, a total assets allocator is
used for Billing Service but not for Controller,
woul d you agree?

A | am sorry, what was that one?

Q That the total assets allocator is used for

Billing Service but is not used for Controller?
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A Correct.

Q Woul d you agree that an all ocator that
woul d properly be used by one department may be
i mproper for another department?

A It depends on what the service is, yes, and
the nature of the allocator.

Q So that would mean in some cases it would
be okay and in some cases it would not be okay?

A You woul d have to give ne a specific to

answer the question.

Q How about in the exanple, the first exanple
that | gave you, the total assets allocator we just
used for Billing Service, would it be appropriate to

use for Controller?

A | can't think of a reason total assets
woul d be used then.

Q When you reviewed these service requests
and created this service request review, did you work
off this GSA to determ ne what allocation factors
shoul d be used?

A No.

Q No ?
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A No.

Q So you didn't go by this list of
departments to determ ne what the allocation factor
shoul d be?

A No. We did verify for the nmost part that
the allocators were in here, but we didn't -- | mean,
a lot of the charges are direct charged so direct
does not show up on every one of these services.

Q So in your view it was not necessary to
know whi ch departnment of AMS was providing the
service?

A Oh, that's on the chart. That's on the
acconpanyi ng exhi bit.

Q It is? Could you show ne where or describe
for me where?

A It's the Lead RNC. | mean, the RNCs match

up to a function, and the function would be Iike

controller. So you match up the RNCs with the known
controllers. And we actually show that |ist back on
page 36. That lists the functions and the associ ated

RNC. So once you know the RNC, you can find out what

the function is and tie it back to the SR.
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Q Coul d you give us an exanple of how to use
this? | amon the first page of this, page 1 of 197.

A Page 1 doesn't have an RNC on it
necessarily. It is applicable to all AMS service, so
that's a bad exanpl e. But if you get into, for
i nstance --

Q Okay. Let's go back a little bit because |
ama little confused right now. | thought |
understood you to say if you ook at the | ead RNC you
could tell what department or what allocation factor

we were using?

A No, not the allocation factor. What | said
is the RNC ties back to the chart on page 36. I f you
| ook at that, you roll it up to what's -- | don't
know if yours is in color or not. But, for instance,

Accounting is in the first colum on the left, the
second groupi ng. Do you see Accounting? Under
Controller.

Q Oh, vyes.

A So Controller is your function which then
ties back to the GSA Controller.

Q So how can we use this 190- apporti onment
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on the first page in conjunction with this Figure 4?

A You can't because it is somewhat of an odd
duck because all AMS charges come through that. | t
is not function specific.

Q And the sanme would be true on the second
page?

A Yes.

Q About how many of these pages in this 197
actually could be?

A Just give me -- real quickly |I would say
probably those two were not and all the rest of them
coul d.

Ckay. So page 3 could do it?

A Yes. If you |l ook at the first colum in
Figure 4-4 under Ameren Services Center, a little
| ess than half way down, you get DEV, energy
del i vered.

Q So what departnment would that be?

A It would be a function of Ameren Services
t hen. DEV is actually part of information technol ogy
which is part of Ameren Services.

Q And is that any of the departments that are
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listed on this description of expected services in

t he GSA?
A | didn't hear you, | am sorry.
Q Is that included in this list of

departments in the GSA?

A | s what included?

Q Ameren Services. What | amtrying to get
at is how we would connect this Lead RMC to the GSA.

A | nformati on services, yes. This is -- it
seenms to be copied over twice or sonmething, so |
can't tell what page it is on.

Q M ne has the sanme problem

A It is letter Oin the list of the
descri ptions of expected services, information
services.

Q | see that. But | still can't make the
connection how | would go from Lead RMC, only | ooking
at the service request review, and come to
information services to know what the allocation
should be. Can you help me with that?

A On this one, | mean, | would just | ook at

the description of the work being performed. | mean,
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it is cost associated with custom service system
Phase 3 inmpl ement ati on. Maybe that means nothing to
you. That means to ne that it is an informational
technol ogy project. So that's how I know to go to
the GSA and | ook under information services.

Q So with your know edge you can | ook at each
of these 197 pages and determ ne which of the
departments in the GSA they would be tied in with?

A | would think anyone with any utility
knowl edge woul d be able to, yes.

Q Now | ooki ng again at that schedule on the
GSA, that |ist of departments -- | am sorry, the | ast
two pages in the GSA, expected allocated direct cost
factors, would you agree that those two pages present

all of the allocators enmployed in the GSA?

A No. In the GSA?

Q Yes.

A O in ny study, which one?

Q GSA.

A GSA. The answer is still no. | mean, it

descri bes back beginning on page 3, continuing onto

page 4 under Conpensation of Service Conpany, it goes
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t hrough the concept of indirect charges and over head
charges. These particular allocators which are part
of the GSA are not |isted on those two pages.

Q Does the GSA say what can and what cannot
be an indirect allocator?

A Well, | mean, | think it describes what's
used. I ndirects are either corporate or functional.
In other words, functional takes all of the dollars
that are allocated to a particular function, such as
information technol ogy. And then for those that use
an indirect, allocate those service requests based
upon the total charged to that service request. Sane
with the indirect corporates. They take the dollars
and allocate them based upon the wealth of charges to
an individual corporation. So it doesn't lay out a
specific service request, but it describes how it
wor ks -- or, excuse nme, an allocator but it describes

how it works.

Q Does it say what kind of function can be
used?

A It defines functional and direct cost such
as office supplies or secretarial |abor, is the
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example it gives. It doesn't go on and describe them
all .

Q Is there any function that would not be
all owed for indirect function based upon the GSA?

A Can you repeat that or read it back?

MS. VON QUALEN: Carla, can you read that back?

(Wher eupon the requested portion
of the record was read back by
t he Reporter.)

W TNESS ADAMS: Can you restate it? | didn't
understand the question.

BY MS5. VON QUALEN:

Q Is there any -- does the GSA indicate that
there are any indirect functions that could not be
used as an all ocator?

A It doesn't identify the specific functions
that will be using indirect allocators. | mean, it
just uses the words functional and corporate. So
what ever functions are within the company presumably
could be used as an indirect allocator.

Q Is there anything in the GSA that says that

non-fuel O&M cannot be used as an indirect allocator?
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A | don't consider that an indirect
allocator. An indirect allocator as described within
the GSA is accumulating all the costs that are
charged to a particular function and then all ocating
sonme service requests based upon the total that is

char ged. So using non-fuel O&M is not an indirect

al l ocator. It is an allocator that Staff w tness
Lazare uses. It is not mentioned anywhere in the
GSA.
Q Is the use of it prohibited by the GSA?
A If you read the GSA in its entirety, you

can see that it is for the nmost part based upon cost
causation principles, and |I don't think that non-fuel

O&M is an allocator that is used for cost allocation

purposes for the type of services provided. Is it
prohibited? | don't -- | will |leave that to the
| awyers.

Q I n your rebuttal testimny at page 13, line
237 to 239.

A 237 to 2397
Q Yes. Are you there?

A Yes.
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Q You criticize M. Lazare's adjustment
because he started with a figure from Anmeren's Form
60, do you see that?

A Yes.

Q And you criticized it because it does not
reflect whether costs were capitalized or expensed?

A | believe what | am saying is Staff w tness
Lazare's amount that he started with for adjustment
pur poses included capitalized dollars to the tune of
about $55 mllion, and he treats those as if they are
expensed and disall owance them from operating
expenses. And | am saying that's inappropriate.

Q Can you tell me from | ooking at the service
request reviews in Appendi x 6 whether costs were
capitalized or expensed?

A Those were A&G expenses only. There were
no capitalized dollars in there.

Q And did you explain that in your report?

A Yes, the whole report was on A&G expenses
only.

Q You are aware of the Conm ssion order in

the last Ameren rate case rehearing?
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A I am

Q Are you aware or would you like to see a
copy of the order that the Comm ssion found in
regards to Ms. Vaughn's (sp) exhibits? Wuld you

like to see a copy of that?

A It depends on where you are going with the
guesti on. | don't know what you are going to ask.
Q Let nme know if you want to see this. I n

regards to DR 54.6 and 56.2, "also provide
information regarding the amounts charged by AMS to
its affiliates. These exhibits identified over 1400
projects for which AMS assessed charges on one or
more of the Ameren affiliates. Some of the entries
in these exhibits do not reflect charges on ClILCO,
CI PS or |P.

"“Al t hough useful in determ ning the
total charges for AMS projects and what portion of
t hose charges has been assessed to each affiliate,
the Comm ssion is left with no information regarding
t he appropri ateness of the costs thensel ves. I n
ot her words, while the underlying work may have been

necessary, the Comm ssion has no way of know ng if
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t he amount charged for the work done is reasonable
because there is no indication of what was actually
done.

"Moreover, in many instances it is not
cl ear what some of the AMS projects entail, even to
Ameren wi tness Adans who sponsored these exhibits."

You are aware of that finding by the
Comm ssion in the last rate case?

A | am

Q Do you have a copy of your Exhibit 56.2
fromthat case with you today?

A No, | do not.

Q | am going to show you what is not an
entire copy of 56.2; it is a partial copy. And | am
only going to reference the first page so | have a
coupl e copies of the first page here.

Now, in the | ast order on rehearing
t he Conmm ssion expressed a concern that the
descriptions in 56.2 provided no indication of what
was actually done, right?

A If you say so.

Q Now, woul d you agree that none of the 197
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service request reviews presented in Appendix 6
i nclude a breakdown of the grand total of costs into
i ndi vi dual cost components?

A What does that nean?

Q That means that if you | ook at Appendi x 6,
woul d you agree with me that, absent your expertise,
your know edge, no one could tell what are the cost
components included in the costs for the service
conpany?

A What do you nean by a cost conponent ?

A breakdown of what caused the costs.
| still don't understand your question.
If you | ook at page 1.

Page 1 of --

o >» O > O

197 of Appendix 6. How woul d one know what
t he conponents of that cost were?

A Again, | am not sure what you nean by
conmponents. | mean, it says that it is associated
with providing facilities to AMS enpl oyees supporting
Il linois delivery services. That to me -- and since
the project name is Rent for Ameren Service

Empl oyees, | think it's fairly obvious what that is.
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Q In a general sense. But woul d you agree
with me that there is not sinmply one bill titled Rent
t hat Ameren Services received and then allocated to
the three Ameren Illinois utilities?

A | am not follow ng your question.

Q When you are referring to the rent, ny
understanding -- and you can correct me if | am
wrong -- but there wouldn't be only one bill that
Ameren Services Conpany received and it is being
al l ocated here. My expectation would be that there
were dozens or a hundred different bills that were
all included in this $10 mllion figure?

A That would be for various facilities, yes.

Q That woul d be the conponents | am asking
about .

A | am not sure what that gives you any nore
than this. | mean, this is rent for the AMS
empl oyees. Physically knowi ng where an AMS enpl oyee
sits, | am not sure hel ps you.

Q If Staff wanted to | ook at Appendix 6 and
make a determ nation as to whether the costs were

reasonabl e, would you agree that Staff would need to
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know what the components were of that $10 million
figure in order to determ ne whether or not it was
reasonabl e?

A Again, | am not sure if | list them I
don't know what you are | ooking for. Because ot her
t han giving you a cost per enployee head count or
something like that, | don't know what you woul d use
to tell you that we have got people or Anmeren -- AMS
has enpl oyees in the Illinois building and there is
rent associated with that. | don't know what that
tells you any nore than having a total. | mean, this
is how nmuch they pay for rent for facilities that are
owned by Ameren Illinois utilities that then, as |
said, flows back through other revenues.

Q |f you would | ook at those several pages of
56.2 that | gave you, a copy of 56.2, and just | ook
at the first page to go through Iine nunber 3. You
see that that is Project A 08667

A Yes.

Q And now if you turn to page 2 of the
appendi x, that appears to be the same project, is

that correct?
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A Yes.

Q Woul d you agree that the service request on

page 2 of Appendix 6 allocates more than $9 mllion
of the $21 million total to the Ameren Illinois
utilities?

A Yes.

Q And it has the same project nanme, Rent for

Ameren Services Enpl oyees, as the project on line 3

of 56.27?
A It has the sanme project, yes.
Q So would you agree it is the same project?
A Yes.
Q The description for the service request on

page 2 of Appendix 6 is the services provided under
this SR or for rent for AMS enpl oyees. Maj or
activities include the cost of rental space occupied
by AMS enmpl oyees. Do you see that?

A Yes.

Q Woul d you agree that no additional
information is provided in the description on page 2
of Appendi x 6 than was provided for the same project

in Exhibit 56.27?
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A Just slightly more, but.

Q But basically it is the same information,
you would agree with that?

A For that one, yes.

Q Now, if you would |ook at line 5 on page 1
of Exhibit 56.2, this is Project A 2029?

A Okay.

Q And the description on 56.2 is CSS Phase 3
(OC&V) (EFF 1-1-2001), correct?

A Yes.

Q Now if you will turn to page 3 of Appendi X
6, this is the sanme project, you agree?

A Yes.

Q Woul d you agree that the service request

all ocates nmore than four and a half mllion doll ars
to the Anmeren Illinois utilities?
A Yes.

Q And it has the same project nanme as the one
we di scussed on 56.27

A Yes.

Q And it appears to be the sanme project?

A It is, yes.
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Q The description for the service request on
Appendix 6 is, "This SR captures the costs associ at ed
with the CSS Phase 3 inplementation. Maj or costs

i nclude the depreciation of project inmplementation

costs." Do you agree?
A Yes.
Q Do you believe this description provides a

more conpl ete explanation of the CSS Phase 3 project
t han the description in 56.27

A Yes, | do.

Q Expl ai n.

A It says clearly that it is depreciation
expense associated with customer service.

Q Does it explain what the project is?

A Cust omer Services System | do make a
presunption that the folks that | am dealing with
have sone understanding of the utility business and
what custonmer service demands. So maybe | didn't go
into great detail explaining what it was.

Q Woul d you turn to page 18 of Appendi x 67
The description for this service request states, "The

purpose of this SRis to track |abor and expenses
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associated with the consolidated Illinois proposed
2006 electric rate case.” Do you see that?

A Yes.

Q And it is allocated based on the nunber of
electric and gas distribution custoners?

A Correct.

Q Do you think it is reasonable to allocate
electric utility rate case costs in part according to

t he nunber of gas custoners?

A It is electric only; it should be customers
only.

Q Turning to page 19, you see the project
name is Illinois Regulatory Policy - electric?

A Yes.

Q According to the allocation factor
description it is allocated based on a number of
electric and gas distribution custoners. Do you see
t hat ?

A Yes.

Q Do you think it is reasonable to allocate
Il 1inois regulatory policy - electric in part

according to the number of gas custoners?
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A The same answer | just gave. | mean, if it
is electric only, in fact yes. It should be to
electric customers.

Q Looki ng at page 20, this project is
mai nt ai ns general books and financial records. Do
you see that?

A Yes.

Q The description for this service request
states the services provided under this SR are to
mai ntain the books and financial records of the
affiliated conpanies of the Ameren Corporation. Do
you see that?

A Yes.

Q Can you explain why the allocation factor
used, which is number of general |edger transactions,
is better for these costs than the other expected
al l ocation factors for this departnment?

A Because it is maintained in the books and
records of the conmpany so that's transacti on-based.
So choosing an allocation factor based on general
| edger transactions would be appropriate.

Q What department provided the services on
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this request?

A Accounti ng.

Q Is there an accounting department in the
GSA?

A | believe it is under Controller.

So it is a controller department?

A The description is performs all accounting
services as necessary, properly maintain and report
on the books and records of the conmpany. The nunber
of general |edger transactions is one of the expected
all ocation factors.

Q Woul d you turn to page 22? This project
name i s Corporate Membership Handling. Do you see
the description for this service request states, "The
services provided under this SR include all aspects
of corporate membership including filing, typing,

i nvoi ce processing, preparing and maintaining the
budget and membership dues and expenses"?

A Yes.

Q Ameren CIPS is allocated $340,377 of these
costs?

A Correct.

295



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And Ameren Energy Generating, which I
believe is abbreviated GEN, is allocated only
$126, 105, is that correct?

A Yes.

Q Is there any evidence on the record to show
why AmerenCl PS should receive two and a half times as
much cost as Ameren Energy Generating?

A The allocation is based upon the allocation
factor which is a conposite of electric and gas
sal es, customers and enpl oyees, which are three
different factors. So it is spread through the
compani es based on that allocation factor.

Q And how does that reflect the corporate
menbership in Ameren?

A They earn conpany benefits from them so
there is an allocation to them

Q So can you explain to me how it would be
reasonable for AmerenCIPS to pay two and a half times
what Ameren Energy Generating would pay for a
corporate membership?

A Under a conposite allocator, they have

hi gher sales, a higher nunber of customers, a higher
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number of enployees. So with those three factors,
t hey would be allocated a higher cost.

Q Why woul d that be a reasonable way to
all ocate these cost for corporate menbership?

A There is no way to determ ne a direct cost
causation, if you will, for the corporate memberships
so you have to use sone type of allocation
met hodol ogy, and it was determ ned that the conposite
al l ocation was the best way to spread the cost.

Q VWho determ ned that?

A It was a combination of Ameren Services and
t he benefactors of the different Ameren subsidiaries
t hat benefitted from that particular service.

Q How did you when you did your review
eval uate whether that was a reasonable allocation
factor?

A To | ook at them based upon an allocation
factor which would spread those costs to each of the
utilities -- excuse me, not each of the utilities,
each of the Ameren subsidiaries based upon some
wei ghting, and the conmposite seemed appropriate.

Q Can you tell me anything that would clarify
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to me why the nunber of customers would be an
appropriate way to allocate corporate menbership?

A It is just one of the three factors. But
some of the corporate memberships are involvement in
the community for the customers' benefit. So,
therefore, it is appropriate to include customers.

Q And that would not relate to Ameren Energy
Gener ating?

A They don't have customers.

Q |f you would turn to page 23, do you see
that this SR review identifies a grand total of
2,683,531?

A Yes.

Q The description says, "This SR records the

i ncrease or decrease in vacation liability for Ameren

Services enployees.” Do you see that?
A Yes.
Q Do you see any explanation on this page or

is there any anyplace else in the record concerning
how this grand total of 2,683,531 in vacation
liability was determ ned?

A It was determ ned based upon the increase
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or decrease in vacation liability of the SR conpany.
It is a recorded dollar anount that as people cone
and people go based upon the vacation that they use
or don't use, there is a dollar amunt that's a
liability that they have to show on the books, and
that's what this dollar amount is.

Q And where was that provided in the record?

A Page 23. | am not follow ng your question.
Il mean - -
Q My question is how would someone review ng

this be able to confirm what it represented?

A By the description. | mean, | am not
trying to be flippant here, but | mean, this is a
vacation liability which is a liability on the books
of the conpany. | mean, someone could | ook at the
liability of the conpany. W would request the
financial records and |ook at the liabilities, and
this would be an itemincluded in the liabilities.

Q But there is no showing, is there, of how
this liability was cal cul ated?

A No, there is not a calculation here.

Q If you would turn to page 25, the project
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name for this is Allocated Regul atory - Electric. Do
you see that?

A | do.

Q Looki ng at the allocation factor
description and the allocation formula, would you
agree with me that this is allocated in part based
upon the |evel of gas sal es?

A | woul d. But what | can't tell you is the
project name truncated.

Q | am sorry?

A | am questioning whether the project name

is truncat ed.

Q Well, how woul d one know?

A | would have to go back and | ook because
that is a truncated field. It only allows so many
letters. G ven the nature of the description, | am

thinking that is a truncated field.

Q So right now you can't tell me if that was
a reasonable allocation or not, is that correct?

A Based upon this single page.

Q But you would agree with me, wouldn't you,

that if Staff | ooked at it to determ ne whether it
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was a reasonable allocation factor, Staff would have

every reason to question it?
A The split between electric and gas
possi bly, but not necessarily the type of expense.

mean, it is a regulatory expense. | don't think

there is any issue as to whether regulatory expenses

are for regul ated conpani es.

Q But as to the allocation factor?
A Bet ween el ectric and gas, | will have to
check that.

Q Turn to page 33. Do you see that the

project name for this SR is the Illinois Process/Rate
Desi gn?

A Yes.

Q Looki ng at the allocation factor

description and the allocation formula, would you
agree that this SR is allocated in part based upon
the | evel of gas sales?

A Yes.

Q Yet when you did your review of this SR
you determned it was a reasonable allocation,

correct?
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A Yes.

Q As you sit there today do you believe it is
a reasonable allocation?

A Again, it probably should have been
all ocated just to the electric company distribution
customers.

Q Woul d you turn to page 176? Would you
agree that the description for this service request
says that this SR captures the costs associated with
public claims for UE and Cl PS?

A Yes. | will say that that description just
wasn't updated from the original service request when
it was formed. Some of these service requests nmay
have existed since the merger between UE and CI PS.
And as with the acquisition of CILCO and Illinois
Power, some of the descriptions just have not been
changed.

Q But it was nmy understanding that you
testified earlier that when you prepared these
service request reviews you checked them for
accuracy?

A Based upon the nature of the work
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performed, that is correct.

Q Okay. So the nature of the work performed
has not changed?

A Correct. When you say not changed, it's
the sanme -- the description here may be wrong. | t
shoul d be broader than UE and CIPS and incl ude al
compani es.

Q Do you know that today, sitting here today,
that that's the case?

A | am fairly certain that it is, yes.

Q And do you know why this description was
not changed before it was put into the evidence in
t his docket ?

A Because sone of the service requests had
not been updated by Ameren Services.

Q | understand that. But when you conduct ed
your review, why is it that you did not reflect that
in your description?

A Because we reflected the descriptions that
were on the individual service requests maintai ned by
Ameren Services. W did not go in and change the

descriptions to accomodate the change.
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Q You woul d agree that this was allocated to
CILCO, CIPS and Illinois Power Conmpany, would you
not ?

A And UE, yes.

Q And when you conducted your review, it was
based upon this description that said it was
regarding the clainms asserted against UE and Cl PS?

A That's partially correct. | said we spoke
with people who were responsible for the work as well
as determ ned from them what the nature of the work
was. The description, as | said, is basically a |link
to the service request system So to the extent that
t hat description has not been updated, it would not
be updated in this analysis as well. It doesn't mean
t hat what's shown here is wrong. The allocation is
appropriate based upon the actual work that was
performed.

Q But there would be no way for anyone
review ng these service request reviews in this
docket to know that the service requests had been
updat ed and included other Ameren Illinois utilities,

woul d there?
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A For that particular one, no.

Q And | suppose that if that happened for
this particular service request, it could have
happened for other service requests as well?

A You woul d have to show ne specifics.

Q Can you say that it has not?

A No. | can't say that it has, either.

Q And then wouldn't it also be possible that
some of these descriptions that include all three
Ameren Il linois utilities, perhaps one of them should
no | onger be included?

A No, not I|ikely.

Q It is not likely or inmpossible?

A It is not likely because the description
didn't change with the acquisition of the conmpanies.
They haven't divested any of the conpani es. So |
don't see that particular example playing a role.

Q Woul d you turn to page 40 of Appendix 67

A Page 40 of Appendix 67

Q Yes. The project name for this service
request is Oracle SWInplementati on Expense, correct?

A Yes.
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Q This project, the description states this
project captures the costs associated with
i mpl ementing Oracle software, is that correct?

A Yes.

Q Have you provided any explanation here or
anywhere in your testimny concerning the purpose of
this software?

A The purpose of the Oracle software?

Q Yes.

A No, | have not.

Q You woul d agree that the three Ameren
Illinois utilities are allocated more than 52 percent
of these costs?

A Yes.

Q Based on information provided on page 40
how coul d anyone determ ne that that was a reasonable
percentage for the Ameren Illinois utilities to pay?

A It's a systemthat's used primarily for
financial reporting, and it would be based upon, you
know, the different types of activities that the
corporations perform

Q | understand that you may have that
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know edge, M. Adans. But how woul d anyone | ooki ng
at this page know that?

A Agai n, the question may have to be asked.

Q Woul d you turn to page 44? The project
name for this SR is Asbestos Exposure Litigation. Do
you see that?

A Yes.

Q And the description for this service
request states, "This SR tracks | abor and expenses as
related to third-party suits involving asbestos
exposure at AmerenUE, AnmerenClPS and Aneren
generating sites. Maj or activities include general
counsel activities, risk management, energy delivery
technical services, real estate purchasing,
environmental safety and health, and power operations
and generation systens," is that correct?

A Yes.

Q Al t hough the service request review
di scusses ashbestos exposure at Ameren generating
sites, do you agree that none of these costs were
all ocated to the generation affiliate?

A Coul d you repeat that?
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Q Al t hough the description of this service
request includes exposure at Ameren generating sites,
do you agree that none of the costs were allocated to
the generation affiliate?

A By the generation affiliate, you are
tal ki ng about GEN?

Q Yes.

A Yes.

Q Can you point to any evidence in the record
t hat i ndicates why Ameren Energy Generating should
receive none of these costs?

A My understanding of the term of the
acquisition of CIPS is that that particular liability
was retained by CIPS as opposed by the generation or
the divestiture of the generation, excuse ne.

Q And how woul d one determ ne that by | ooking
at page 44 or elsewhere in the record in this docket?
A Just | ooking at the cost it charged to
Cl PS. | mean, | don't have a copy of the order

attached to the service request.

Q Woul d you turn to page 62? The project

name for this service request references Post-2006
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Initiatives, correct?

A Yes.

Q Woul d you agree that these are costs for
Ameren's electric utilities?

A In Illinois, yes.

Q Woul d you agree that the allocation was
based in part on the number of gas distribution
customers?

A Can you go back to your question prior to

that? | am sorry.

Q Do you agree that these are costs for
Ameren's electric utilities?

A No, | am sorry, | m sspoke, no. This is
just total rate case post-2006 initiatives. It is

not gas; it is just electric.

Q And how woul d one know that by | ooking at
the service request review?

A Again, just |looking at the allocation
factor.

Q ' m sorry?

A The allocation factor is what in this

particular case is telling nme it is electric and gas.
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Q So rather than going by the project name or
description to determ ne the allocation factor, you
are deciding that the service request includes
el ectric and gas because of the allocation factor?

A It is in the entirety. You have to | ook at
t he project nanme. You have to | ook at the
descri ption. You have to | ook at the allocation
factor. And in nmy case | spoke to people within
Ameren Services that performed the work.

Q Woul d you turn to page 100? This project
name refers to Illinois regulatory policy, do you see
t hat ?

A Yes.

Q And do you see that according to the
al l ocation factor description, this is allocated in
part based upon the nunber of electric distribution
customers?

A Yes.

Q Do you find that to be reasonabl e?

A Again, it is a question of allocation
bet ween electric and gas. | don't think there is any

gquestion that it should be allocated to the Aneren
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Il Tinois utilities.

Q Is that a yes or a no answer as to whether
this is reasonabl e?

A It should have been to gas.

Q Woul d you turn to page 114? The project
name for this service request is Corporate Analysis
Al l ocated - Electric, do you see that?

A Yes.

Q The all ocation factor, description and
formula indicate that gas sales customers and

empl oyees factor into the allocation of this service

request, is that correct?
A Yes.
Q Do you think it is reasonable to allocate

t hose costs in part according to gas sales?

A Again, the allocation due to the Ameren
Illinois utilities, | don't think there is any
guestion that it is split between electric and gas.
So it does appear to be -- well, strike that. Never
m nd.

Q So you agree that it is not reasonable to

all ocate some of these costs to the gas customers?
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A Yes.

Q And would you agree that there would be no
way to determ ne what the components of the grand
total 344,094 consists of based upon this service
request review?

A Based upon the information provided on that
particul ar page, no.

MR. FLYNN: | believe M. Adans has been up
t here about an hour and a half, and | have a
headache. | wonder if now would be a good tinme for
three or four mnutes or -- | don't want to interrupt
you if you are alnost finished.

MS. VON QUALEN: | wouldn't m nd a break.

JUDGE YODER: We will take about five m nutes.

(Wher eupon the hearing was in a
short recess.)

JUDGE YODER: Back on the record then.

MR. RICH: Thank you, Your Honor. On behalf of
Constell ati on NewkEnergy Gas Division, | would like to
move into evidence Constellation -- CNE-Gas Exhibit
Numbers 1.0 to which are attached Exhibits Numbers

1.1, 1.2, 1.3, 1.4, 1.5 and 1.6 and that is the
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direct testimny of James R Germain and Lisa A.
Rozum al ski on behalf of Constell ation NewEnergy Gas
Di vi si on.
And al so Exhi bit Number CNE-gas
Exhibit 2.0 which is the rebuttal testinony of Janes
R. Germain and Lisa A. Rozum al ski on behal f of
Constell ati on NewkEnergy Gas Division. These have
been filed on e-Docket .
In addition, today Constell ation
NewEner gy Gas Division filed on e-Docket the
affidavits of James R. Germain which is CNE-Gas
Exhibit 3.0 -- | amsorry, 4.0, and Lisa A
Rozum al ski which is CNE-Gas Exhibit 3.0, attesting
to the truth of these prepared testinonies.
At this point | would like to nove
them into the evidence.
MR. FI TZHENRY: No obj ection.
JUDGE YODER: Anyone el se have any objection to
t he adm ssion of these exhibits?
MR. RI CH: I n addition, Your Honor,
Constell ati on has agreed with counsel for Ameren that

Ameren will be producing three cross exam nation
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exhi bits which consist of three data responses by
Ameren's witness to CNE-Gas's data requests. He wil
do that at a later time. W have an understanding
and we have no objection to that.

And then finally, Your Honor, CNE-Gas
woul d have no questions for Ameren's witness M.
Gl aeser or for Staff's witness M. Sackett. So we
wi Il have no further questions for any w tnesses, and
t hank you very much.

JUDGE YODER: All right. Wthout objection
Constellation Exhibit 1.0, along with Exhibits 1.1 to
1.6, Constellation Exhibit 2.0, 3.0 and 4.0 will be
admtted into evidence in this docket.

(Whereupon CNE- Gas Exhibits 1.0,
1.1, 1.2, 1.3, 1.4, 1.5, 1.6,
2.0, 3.0 and 4.0 were adm tted
into evidence.)

JUDGE YODER: Kroger ?

MR. BOEHM  Thank you, Your Honor. Kr oger
moves the adm ssion of the direct testimny of Kevin
Hi ggi ns. It is marked as Kroger Exhibit 1.0.

Attached to his exhibit is an attachment marked as
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Exhibit 1.1. These were filed on e-Docket on March
14, 2008 -- | am sorry, May 14, 2008.

| would also nmove for the adm ssion of
the amended rebuttal testinmny of Kevin Higgins
mar ked as Kroger Exhibit 2.0 filed on e-Docket on My
14, 2008. ' m sorry, | got the first -- the direct
testinony was filed on March 14, 2008.

Additionally, I will be filing the
affidavit of Kevin Higgins tomorrow or shortly
thereafter and that will be marked Kroger Exhi bit
1. 2. Thank you.

JUDGE YODER: Any objection to the adm ssion of
t hose Kroger exhibits?
MR. FI TZHENRY: None.
JUDGE YODER: All right. Heari ng none, then
Kroger Exhibit 1.0, the direct testinmny of
M. Higgins, with the attached exhibit, Exhibit 2.0
and then the late-filed affidavit will be adm tted
into evidence then in this docket.
(WMhereupon Kroger Exhibits 1.0,
1.2 and 2.0 were admtted into

evi dence.)
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MR. COFFMAN: Your Honor, may | offer a couple

exhibits for AARP at this time?

JUDGE YODER: Are they affidavits?

MR. COFFMAN: Yes, sir, they are affidavits.

JUDGE YODER: Go ahead.

MR. COFFMAN: | could do it later, but I wl
do it nowif it is fine.

| have two prepared testinmonies of

AARP wi tness Ralph C. Smith. The prepared direct
testinmony is AARP Exhibit 1.0 and the prefiled
prepared rebuttal testimny of Ralph C. Smth is
Exhibit 2.0 and attached to that rebuttal is two

schedul es, Exhibit 2.1 and Exhibit 2.2. Bot h of

t hese prepared testimonies had the affidavit attached

to them and were already filed on March 14 and May
14, respectively, on e-Docket. And |I would offer
those into the record.

JUDGE YODER: Any objections?

MR. FI TZHENRY: No obj ection.

JUDGE YODER: Any objection from anyone else?
Al'l right. Then AARP Exhibit 1.0 and 2.0 will be

admtted into evidence then in this docket along w

th
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t heir accompanyi ng exhibits.
(Whereupon AARP Exhibits 1.0 and
2.0 were admtted into
evi dence.)

JUDGE YODER: Anyone else? All right. Ms. Von
Qual en, | hope you didn't |ose your train of thought,
but you may re-commence.

CROSS EXAM NATI ON (Conti nued)

By MS5. VON QUALEN:

Q M . Adams, would you turn to page 122 of
your Appendix 67

A Al'l right.

Q Do you see that that project name indicates
the service request pertains to senior vice president
- customer service?

A Yes.

Q The description indicates that these
services are provided for AmerenUE and AmerenCl PS,
correct?

A The descriptions are, yes.

Q Yet CILCO was allocated 12.9 percent of the

costs and I P was allocated 31.3 percent of the costs,
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do you see that?

A Yes.

Q But you found this to be reasonable to
all ocate a share of these costs for services which
were provided for AmerenUE and AmerenCl PS,

Amer enCl LCO and Amerenl P?

A This is simlar to one of them | discussed
earlier where the description hasn't been changed
since the acquisition of CILCO and IP.

Q So the description isn't correct?

A Correct.

Q Woul d you turn to page 32? Do you see the
project name is Labor/HR Services for Energy Delivery
- Illinois? Do you see that?

A Yes.

Q Woul d that indicate that that was for
customers or for enployees?

A Can you repeat that?

Q Would that title, would that project name,
i ndicate that the costs were incurred for custoners
or for enployees?

A It's | abor strategy work for each of the
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Ameren Il linois utilities.

Q So that would pertain to enpl oyees?

A Yes.

Q The allocation factor and description
indicate that it is allocated based on the number of
customers, is that correct?

A Yes.

Q Can you explain why this service request
woul d be allocated based on the number of customers
rat her than the number of enpl oyees?

A Enmpl oyees may have been a better allocator
for that particular one.

Q Woul d you turn to page 85? Do you see that
the project name indicates that the service request
pertains to EE/ Non-Technical - Adm ni stration
-All ocator?

A Yes.

Q And the description states, "This SR is for
non-technical adm nistrative work of a general
m scel | aneous nature which does not benefit any one
particul ar Ameren affiliate. The work covered by

this SR includes general neetings, comunity
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relations, time reporting, general training and staff
devel opnent, industry commttee work and general
productivity rel ated worKk. Do you see that?

A Yes.

Q Looking at this SR review can you explain
why none of these costs were allocated to Ameren
generating, Ameren Energy Generating?

A Because the work is primarily T&D-rel ated
el ectrical engineering work.

Q Do you see that in the description?

A It is not in the description.

Q So that anyone reviewing this service
request review would not be able to know that, is
t hat correct?

A That's true.

Q Now i f you will turn again to the first
page of the 197 page appendi x, we have already spent
alittle bit of time on this page. Do you see the
project name is meant for Ameren Services enpl oyees?

A Yes.

Q Do you see any discussion on this page or

anywhere else in the record of the facilities with
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whi ch these costs are associated?

A | can only speak to this report. | can't
speak to anywhere in the record. It is not listed on
t hat page no.

Q And it is not listed in the report, is that
correct?

A That's true.

Q Have you identified on this page or in the
record or in the report how many facilities are
associated with this service request?

A No.

Q Have you identified on this page or in this
report the amount of costs associated with each of
the facilities?

A | think we discussed that earlier. No.

Q Woul d you agree that it is possible that
these AMS enpl oyees shared facilities with other AMS
enpl oyees?

A | don't understand your question.

Q Woul d you agree that it is possible that
the AMS enpl oyees who work on AlU services share

facilities with other AMS enpl oyees?
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A You just repeated it. | still don't
under stand the questi on.

Q Is it possible that the AMS enpl oyees who
work for the Ameren Illinois utilities have the same
headquarters as other AMS enpl oyees?

A Woul d there be other AMS enpl oyees in the

same facility?

Q Yes.
A Yes, that work for the Ameren Illinois
utilities, yes.

Q But would there be AMS enpl oyees in the
same facility who do not work for the Ameren Illinois
utilities?

A No, not in this service request.

Q And how can you tell that by | ooking at
this service request?

A Again, this is based upon discussions with
t he individuals who are responsible for the different
service requests. | have not made out every single
fact associated with every service request.

Q Looki ng at page 2, do you believe that the

reasonabl eness of the grand total amount of
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21,211,856 can be determned fromthe service request
review on that page?

A Yes, because it is just an indirect
corporate allocation based upon all AMS charges to
all the different affiliates. So it is appropriate
to spread the rent accordingly. This is primarily
for work of AMS enpl oyees in the general office.

Q So you think the allocation is reasonable?

A And the dollars that go with it, yes.

Q Well, how woul d one know that the dollars
that went with it are reasonabl e?

A | am going to get back to the benchmark
work that we discussed earlier that shows how A&G
costs in total conpare very favorably for the Ameren
I[l1linois utilities to the other utilities, and the
rent would be included in that.

Q Have you provided any other evidence
besi des the benchmarking?

A For the rent, no. | woul d add, however,
Staff did not take any exception to the dollars. | t
is just the application methodol ogy.

MS. VON QUALEN: | am going to ask that that
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| ast remark be stricken.

MR. FLYNN: No response.

JUDGE YODER: Stricken. It is not responsive.

BY MS. VON QUALEN:

Q Woul d you turn to page 6? This SR review
identifies a grand total of 8,329,835, is that
correct?

A Yes.

Q The description for the service request
states, "This SR captures the costs associated with
pl anni ng and supporting various activities conpleted
in support of AMS in target corporations (e.g.
pl anni ng and support, office training and
conferences), correct?

A That's correct.

Q Is there anywhere on this page or in this
report where these various activities are identified?

A The activities performed are not identified
on that page, yes.

Q Or in your report?

A That is correct.

Q |s there anywhere on this page or in the
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report where the target corporations are identified?

A What do you nmean by target corporations?

Q Well, | don't know. | amreferring to the
words "target corporations” in the description.

A As used there that's the various Ameren
subsi di ari es. So when they use an indirect function
based on informati on technology to spread the costs,
it is security and planning work that's done, and
t hey spread the costs according to how all the
information technol ogy dollars are allocated to
vari ous Ameren subsidiaries.

Q And is there sonmewhere that would tell ne
that on this page 6?

A Everything | just said, |I think, is on the
page. The allocator is there. Pl anning is there, |
mean, RNC pl anning.

Q But there is no definition of what is
referred to as target corporations, isn't that true?

A It is not defined, correct.

Q Now, if you would turn to page 13, the
project name is EDTS - Ongoing Support Services,

Ameren | P, correct?
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A Yes.

Q And woul d you agree that the description
states, "This SR is for various services provided by
t he EDTS function which are for the benefit of
Amer enl P" ?

A Yes.

Q Do you see anywhere on this page or in your
report a description of what EDTS stands for?

A Coul d you repeat the question? Sorry.

Q Do you see on this page or in the report an
expl anati on of what EDTS stands for?

A | thought it was, but | can't find it.

Q So the answer is no?

A The answer is | can't find it right now. I
t hought it was. Not to nmy knowl edge. | can't find
it right now.

Q Woul d you turn to page 42? The project
name indicates that this is for Lodestar,
L-O-D-E-S-T-A-R, support?

A Okay.

Q Do you see on this service request review

or elsewhere in your report the purpose of the
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Lodestar systen?

A No.

Q Woul d you turn to page 80? Do you see that
this service request pertains to Allocated
Envi ronment al Support Services?

A Yes.

Q Do you see the difference in allocation for
the CIPS which is 13 percent and GEN which is given
1.9 percent?

A Yes.

Q Do you have any explanation of why CIPS
woul d be all ocated 13 percent for this cost and GEN,
which is the generating affiliate, would be only
all ocated 1.9 percent?

A Because that's the percentage of the
electric sales for the two entities.

Q Why is that reasonabl e?

A Based on the nature of the work performed,
electric sales is determned to be the appropriate
al l ocation methodol ogy to allocate the costs.

Q Who nmade that determ nation?

A Ameren Services and the various conpanies
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that received a portion of

Q And when you reviewed

guestions about it?

A | don't recall if |

about this one or not.

Q Woul d you turn to page 1277

Woul d you agree that

to security?

A Yes.

Q And that it allocates
the cost to the Ameren Illinois

A Yes.

Q Now, if you can, keep
and | ook at page 71. Would you
service request also is related

A Yes.

Q And would you agree that it

34 percent of the cost

A Yes.

this service request is

t he charges.

it, did you have any

asked any questions

Are you there?

rel at ed

about 52 percent of

utilities?
a finger in this page
this

agree that

to security?

all ocat es about

to the AmerenUE enpl oyees?

Q Do you have any explanation of why the

Amer en

| arger share of

the security costs for

[llinois utilities should receive a much

the service
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request on page 127 than the service request on page
717

A Because it uses an indirect functional
all ocator and that would reflect the total dollars
al l ocated by the security function to the Anmeren
Il1linois utilities, not just this particular one. | t
is not the same allocation basis that's used.

Q But why would a different allocation basis
be used?

A Because if you | ook throughout the report,
most of the adm n support and office expense type
services are all based on indirect allocators that
reflect an allocation of the costs based upon what
those -- the total costs for that function, how it
was allocated to the various Anmeren subsidiaries.
And that's what page 127 is. Page 71 was specific
wor k that was done and all ocated based upon the
nunber of enpl oyees. So it is a difference in how
the -- what allocation methodol ogy was sel ect ed.

Q Is the work that is performed for the two
different service requests any different?

A Sur e. One is designing, testing and
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training and designing security policies and
procedures and the other one is adm n support.

Q Woul d you turn to page 129? This
description states, "The services provided under this
SR are to devel op, maintain, support and enhance
application systens not specifically covered by other
SRs. Activities include designing, coding, testing
and i mpl ementing programs for these systens.” Do you
see that?

A Yes.

Q Can you explain why these costs woul d
pertain only to the delivery conmpanies?

A To the type -- ED is energy delivered or
energy delivery systens that have performed work done
by IP for energy delivery. That's also the Lead RNC,
devel opnment for energy delivery.

Q So to know that you would have to know what
ED stood for?

A No, ma'am | ook to the right Lead RNC.

MS. VON QUALEN: All right. You got me. | am
going to end on that one. Thank you very nuch for

your cooperation.
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W TNESS ADAMS: You are wel conme.

JUDGE YODER: The Attorney General, | believe,
had some cross reserved for M. Adans.

MR. MOSSOS: No, that's a m stake. We waive
t hat .

JUDGE YODER: My m stake or yours?

Do you want to consult with M. Adans,
M. Flynn?

MR. FLYNN: No, I only have a few questions to
ask M. Adans.

REDI RECT EXAM NATI ON

BY MR. FLYNN:

Q M . Adams, anong other things M. Von
Qual en asked you about some of those SR reports and
why you used in sone -- why you -- why an electric
and gas all ocator was used for a service that was
targeted either at electric or gas. Do you recal
t hose exchanges with her?

A Yes.

Q And | believe they involved in sonme
situations costs that were being divided only among

the Illinois utilities?
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A Correct.

Q Woul d you like to comment further on those
i nstances?

A Yes. If you |look at the -- first of all, |
| ooked at these different service requests in their
totality, |ooked at the nature of the services, and
based upon the experience that | have with other
compani es, the services |ooked |ike services that the
different delivery conpanies require, not only the
Ameren Illinois utilities but other energy service
conpanies as well. So the question becomes who
provi des the service, whether it is the Ameren
Illinois utilities or AMS. And in this case these
are AMS services.

But more specifically to your
question, |l ooking at the allocators which are laid
out in Appendix 5 of the report, it lists the
di fferent allocation nmethodol ogi es and the percentage
that's allocated to each of the target conpani es, and
the target conpanies are listed on the top of the
page.

If you begin to |ook at the different
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al l ocation nmet hodol ogi es that we discussed when the
gquestions were posed to nme of why an electric-only --
apparently an electric-only description would use an
el ectric and gas descri ption. If you | ook at the
CIPS, CILCO and I P colums for that, in that
particul ar exhibit, the percentages allocated to each
of the conpanies for the Ameren Illinois utilities is
not materially different whether it is just electric
or electric and gas.

Q Ms. Von Qual en, staying with those SR
reports, also asked you some questions with respect
to several of them how someone review ng your report
could tell whether the grand totals, in other words
t he amount being all ocated, were thenselves
reasonabl e. Do you recall those exchanges?

A Yes.

Q Is there information in your report about
t he reasonabl eness of the A&G costs being all ocated?

A Yes. As | already discussed, the
benchmar ki ng that we performed | ooked at a number of
different benchmarkings, and that's really what |

t hought the Comm ssion had directed the conpanies to
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performin their order, was to | ook at the
reasonabl eness of the costs.

The benchmar ki ng conmpared the peak
Ameren Illinois utilities both on a gas, electric and
combi ned basis to all other gas conpanies that file
annual reports. And each of the Ameren Illinois
utilities individually, as well as collectively,
conpared very well to the other energy conpanies.

We also took it a step further and
| ooked at where we could get information and | ooked
at service costs on a per service basis conmpared to
other utilities and non-utilities, and again the
Ameren Illinois utilities costs conmpared very
favorably to the benchmark data that we had access
to.

Q | believe that in response to severa
guestions from Ms. Von Qualen you indicated that you
spoke to individuals within the Ameren fam |y about
some of the services being provided under particul ar
SRs. Coul d you explain that?

A Yes, we conducted interviews. After we had

done some analysis of the data, we went to a number
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of individuals within Ameren Services that were
responsi ble for the particular service request and
conducted interviews with them regardi ng the nature
of the services that they provided and got into the
details of the costs and the allocation methodol ogy,
who determ ned the service was necessary, whether it
was the Ameren Illinois utilities or Ameren Services.
And it was within that context that we
revi ewed the service requests and nmade a
determ nation as to reasonabl eness of the allocation
of the costs.

Q How di d you decide how much information to
put in your report?

A In the true manner, there is never enough
information. We basically used the information from
t he Conpany's service request systemto |ay out the
project names, the Lead RNC and the descriptions. W
did not nodify those descriptions as they are
contained in the report. It was in the context of
all the other information that we gathered as well
that we made the judgnment call on the reasonabl eness

of the allocations.
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MR.

Judge, t

FLYNN: If I could just have a m nute,
o | ook back through ny notes.
(Pause.)

| don't have any additional redirect.

JUDGE YODER: Anything else, Ms. Von Qual en?

MS.

VON QUALEN: | have nothing further.

JUDGE YODER: Do you object to the adm ssion of

M. Adams' various exhibits?

MS.

VON QUALEN: No.

JUDGE YODER: Any objections?

MS.

VON QUALEN: No.

JUDGE YODER: Anyone else? All right. Then

wi t hout

each of

M chael

obj ection Anmeren exhibits 5.0 E and G for
CIPS, CILCO and IP, direct testinmny of

Adanms, filed with accompanying Exhibits 5.1

t hrough 5.15 E and 5.1 through 5.14 G, Ameren Exhi bit

21, al on

g with acconmpanying Exhibits 21.01 through

21.05, Ameren Exhibit 45.0, along with acconpanyi ng

Exhi bits

evi dence

45.1 through 45.5, will be admtted into
in this docket.
(Wher eupon AnerenCl LCO 5. 0E

5.0G, AmerenClIPS 5.0E, 5.0G
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Amerenl P 5. 0E, 5.0G, Ameren 21.0
and 45.0 were admtted into

evi dence.)

(W tness excused.)

JUDGE YODER: Do you want to take a m nute or
two? Judge Al bers is going to cone down, and | take
it M. Jones is next?

MR. FI TZHENRY: He is.

JUDGE YODER: M. Jones, why don't you conme up
and I will go ahead and swear you in. That seens to
be nmy job today. M. Jones, would you raise your
ri ght hand?

(Whereupon the witness was duly
sworn by Judge Yoder.)

JUDGE YODER: Okay. Everyone take a couple
m nutes til Judge Al bers gets down.

MR. FI TZHENRY: Do we want to identify his
testinony and exhibits or do you want to wait for
Judge Al bers?

JUDGE YODER: \Why don't we just wait?

(Whereupon the hearing was in a

short recess.)
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JUDGE ALBERS: Back on the record.
LEONARD M. JONES
called as a witness on behalf of Petitioners, having
been first duly sworn, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MR. FI TZHENRY:

Q Pl ease state your nanme and business address
for the record, M. Jones.

A Leonard M. Jones.

Q And -- | am sorry.

A Busi ness address is One Ameren Plaza, 1901
Chout eau Avenue, St. Louis, M ssouri 63103.

Q And, M. Jones, have you caused to be
prepared for subm ssion in this proceeding the
revised direct testimny of Leonard M Jones and
identified for the record as AmerenCl LCO Exhi bit
12. OE Revi sed?

A Yes.

Q And did you have attached to that testinmony
Ameren Exhibit 12.1E through 12. 6E?

A Yes.
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Q And did it also include Ameren Exhi bit
12. 7E Revi sed?

A Yes.

Q And did it also include Ameren Exhi bit
12. 8E through 12. 11E?

A Yes.

Q And did you also have prepared for
subm ssion in this docket your revised direct
testinony titled AmerenClIPS Exhibit 12.0E Revised?

A Yes.

Q And simlarly did it include the same
exhibits that were identified with respect to the
CILCO direct testinony?

A Yes.

Q And the exhibits that | identified as
havi ng been revised for CILCO, were they the sane
exhibits that were revised for CIPS?

A Yes.

Q And did you also submt the revised direct

testinony titled Amerenl P Exhibit 12. 0E Revised?
A Yes.

Q And did it too include Ameren Exhibits
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12. 1E through 12.11E, including the same CIPS and

ClI LCO exhibits that were revised?

testinony identified for

26.0 Revised?

26. 27

subm ssi on

A

Q

A

Q

A

Q

Yes.

Did you al so prepare your

Yes.

Di d

Yes.

it include Ameren Exhibit 26.1 and

revi sed rebutta

the record as Ameren Exhibit

And finally, M. Jones, did you prepare for

testi mony of

in this docket the revised surrebuttal

Leonard M. Jones identified for the

record as Ameren Exhibit 50.0 Revised?

A

Q

Yes.

Agai n, beyond the corrections that were

made to the exhibits indicating that they were

revi sed,

do you have any other corrections or

revisions to make to any of these testinonies or

their

attachment s?

A

Q

No.

| f

were to ask you the questions set

to
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forth in your testinmny, would you give the answers
set forth therein?

A Yes.

MR. FI TZHENRY: Thank you. At this time, Your
Honor, we nmove for the adm ssion of the said exhibits
and tender M. Jones for cross exam nati on.

JUDGE ALBERS: Thank you. We will take that up
foll owi ng cross. | would like to begin with the
guestion for M. Jones. M. Bal ough, you are first
to make a nove.

CROSS EXAM NATI ON

BY MR. BALOUGH:

Q Good afternoon, M. Jones.

A Good afternoon.

Q My name is Richard Bal ough and | represent
several cities and one town. And | want to talk to
you a little bit about the issue that we raised in
this case and that has to do with fixture charges for
street |ights, okay.

Now, just so that we're clear as to
what we are talking about, when we are tal king about

the fixture charge for street lights, we are talking
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about the fixtures that are on top of a pole that
provide street lighting, is that correct?

A Correct.

Q And with that, that does not include, for
exanple, fixtures that are owned by the
muni ci palities, is that correct?

A That's correct.

Q In other words, say for exanple, within a
city there can be some fixtures as we refer to them
as street lights. Sonme would be owned by Anmeren and
some are actually owned by the cities, is that
correct?

A That is correct.

Q And when we tal k about the fixture costs,
we are tal king, for example, about the cost of the
bul bs for those facilities?

A It is included in the fixture price, yes.

Q And you are tal king about, for exanple,
going up in the cost of operating and maintaining
t hat bul b, that is, changing the fixtures?

A Correct.

Q But we are not tal king about, for exanple,

342



10

11

12

13

14

15

16

17

18

19

20

21

22

the energy cost associated with the lighting of that
fixture, is that correct?

A That's correct.

Q Now, in this case there are separate
fixture charges, for exanple, for IP, CIPS and CILCO,
is that correct?

A Yes.

Q And the municipalities that | represent al
take service from AmerenlP. Do you understand that?

A Yes.

Q And, for exanmple, just so | understand the
difference in the fixture charges, for a hundred watt
sodi um vapor -- and that's a type of fixture, is that

correct?

Q And, for exanple, for CIPS the nmonthly
charge per fixture would be $3.12, is that correct,
under the current rate?

A That's correct.

Q And for CILCO that would be -- that same
charge is $7.13 cents, is that correct?

A Yes.
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Q And for IP that charge is $7.59, is that
correct?

A Yes.

Q And as | understand, the proposal in this
case is that any increase that is in this case for
Amerenl P is going to be passed on as a, rather than
-- excuse ne. Rat her than using a cost of service
study it is going to be an across the board increase,
is that correct?

A That is correct.

Q And the current proposal for the across the
board increase for AmerenlP is around a little over
41 percent, is that correct?

A It is five on direct. It is alittle bit
| ess now in our rebuttal case.

Q Rel atively speaking we are close?

A Rel ati vely speaking we are close.

Q So, for exanmple, for IP a $7.59 charge
would go to $11.08, is that correct, roughly
speaki ng?

A Roughl y speaki ng.

Q And for the AmerenCl PS and AmerenCl LCO
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utilities, the increases for those rate cases are
| ess than the 41 percent, is that correct?

A That's correct.

Q Now, woul d you agree with me that the -- |
mean, there is a significant difference in the cost

of the fixture charges for CIPS, CILCO and IP as

proposed in this docket, in these dockets, is that
correct?
A Yes.

Q And am | correct that the difference in
that is driven from historical cost of services that
were run for the various utilities, is that correct?

A That's correct.

Q And the Conpany is not contending in this
case, for exanple, that on a going forward basis that
the cost to maintain the fixtures for CIPS versus
ClLCO versus |IP is necessarily reflected in the
difference that the rates are showi ng, is that
correct?

Let nme rephrase that. | see you are
confused. To overly sinplify it, as | understand,

under the proposed rate the nonthly fixture charge
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woul d be about $3.72 and the proposed monthly charge

per fixture for AmerenlP would be $11.08. It is not

your contention that, for exanmple, to change a |ight

bul b, so to speak, for IP is $11.08 and it only costs
$3.72 for CIPS, is that correct?

A Are you addressing the incremental costs?

Q On a going -- incremental costs on a going
forward basi s. If you were to send a crew out there
today -- let nme finish the question. If you were to

send a crew out there today, whether it be in the
CIPS territory or the CILCO territory or the IP
territory, would you agree with me that the costs,
for example, to change one of those fixtures would be
approximately the same?

A They would be substantially simlar.

Q Certainly a lot nmore simlar than the
di fference between $3.72 and $11.087?

A That is |ikely.

Q Now, in this case am | correct also that
t he Conpany has conducted embedded cost of service
studies in this case?

A Yes.
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Q But the cost has elected not to use the
embedded cost of service study?

A Correct.

Q And am | correct that under the embedded
cost of service study that was submtted in this case
that the fixture charge for Amerenl P woul d recover
more than the system average?

A | am sorry, could you state that again,
pl ease?

Q Sur e. Let me try it again. Am | correct
t hat under the enmbedded cost of service study that is
in this case, that -- let ne get the nunber for you.
| think it is in your testinony. Using the cost of
service study, the return to Amerenl P is about
2 point -- | believe it is 2.38 for the fixture
charge for Amerenl P?

A The return under present rates in the cost

of service study is 2.75 percent.

Q And essentially can you tell -- essentially
t hat means that the return -- that the utility --

A | am sorry, the return for the |ighting
class is 6.54 percent. The overall average for
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Amerenl P is 2.75 percent.

Q Okay. So the class return is in excess of
what the systemreturn is?

A Correct.

Q And if we were to, as is proposed in this
case, do an across the board increase, it is likely
that that disparity would at |east remain, if not

i ncrease, is that correct?

A Yes.
Q | want to have you, if you could for a
moment, refer to your testinmony. | believe it is

your surrebuttal, Exhibit 50 at page 21.

MR. FI TZHENRY: \hat page?

MR. BALOUGH: 21.

MR. FI TZHENRY: Thank you.

BY MR. BALOUGH:

Q Are you with me?

A Yes.

Q You have on there two tables. The first
one says average cost per nonth per fixture and then
it is by sonme of the municipalities that | represent,

is that correct?
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A Yes.

Q And essentially there are, as | understand
it, three different types of fixtures and what you
are doing is just averaging, for exanple, for
Chanmpai gn whet her they have -- the nunber of fixtures
t hey have in the various classes, the various sizes,
and then comng up with an average rate, is that
correct?

A That's correct.

Q | want to focus a nmonent then on the second
table that you have on that page. And you did a per
capita average cost per nmonth. You know, if | am
understandi ng that correctly, you are taking the
amount of nmoney received by Amerenl P each nonth for
the fixture charges that are made to each of the
muni ci palities and dividing that by the number of
citizens in the municipality?

A Yes.

Q | am sort of at a loss as to figure out
what that shows from a ratemaking perspective.

A Well, it shows the average inmpact on the

citizens within that comunity if they were to -- if
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the town were to pass on that cost to the citizens of
t hat town.

Q On an individual basis?

A On an individual basis.

Q And in your testimony you also discuss the
fact that Amerenl P pays franchise fees to the various
muni ci palities, is that correct?

A Yes.

Q Is it correct that AmerenlP, actually
probably all of the Ameren conpani es, pay sone type
of franchise fee to nost, if not all, of the
muni ci palities in which they operate?

A | believe that statement is true for
Amerenl P and |likely true for CILCO. | do not know if

that is true for CIPS.

Q Okay. Well, let's just focus on Amerenl P
for a moment. The franchise fee is a payment that
the utility pays to the municipality for the use of

the streets and right-of-ways |ocated in that
muni ci pality, is that fair?
A That's fair.

Q And such a charge by the municipality,
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there are various ways to collect that from the

utility, are there not?

A Yes.

Q For exanple, sonme utilities can charge --
can provide what | think has been termed in sone

franchi se agreements, as free electricity to the
muni ci palities, for exanmple, for their operations in
their city hall?

A Yes.

Q And with some payments the franchise fees
can be just a dollar amount to the utility based upon
the revenues collected by the utility in that
muni ci pality, is that correct?

A Yes.

Q And for some of the municipalities in this
case that franchise fee is collected by the utility
rei mbursing the municipality for one half of the cost
of street lighting, is that correct?

A Yes, for the IP cities and town, that
guestion, that is true.

Q And as | understand, as AmerenlP

renegoti ates these franchises in the future, that it
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is going to go to a system of just paying a dollar
amount based on whatever the cal culation would be, is
t hat correct?

A That's my understanding.

Q So when you talk about the fact that when
we are | ooking at the rates charged the
muni ci palities, and we are tal king about the
Amer enl P, when you say, well, they are only really
payi ng one half of that charge, that's technically
not correct, is it?

A Those communities are paying one half of
the lighting bill which includes the cost of
fixtures, the delivery charge and energy.

Q Let me phrase it differently. Say, for
exampl e, when you send out a bill to the City of
Chanpai gn for fixtures under these various rates, is
the bill one half the amount that you would normally
bill?

A | believe so.

Q And the half that you don't collect, you
collect that then through the franchise charge that

you can charge as a line itemon the custonmer's bill?
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A No. That item shows up as a rate case
expense, as a franchise rate case expense.

Q So in essence you are collecting that

franchise -- you are collecting that remaining, what
we would call, one half from the ratepayers?

A Yes.

Q Am | correct that you have -- you have read

the testinony filed by the Cities' wtness
Ms. Hughes, have you not?

A Yes.

Q And do you disagree with her cal cul ation of
what the charge would be for fixtures if the embedded
cost of service were to be used?

A When | reviewed Ms. Hughes' testinony, |
didn't have any issues with her calculation. So, no.

Q So am | correct that the sole reason for
t he opposition to passing -- to charging for the
street lights what the enbedded cost of service study
shows is, is the fact that all the other rates are
going to be passed on using an across the board
i ncrease and, therefore, the Conpany believes it

woul d be unfair to specifically charge the
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muni ci palities only the rate that's shown through the
cost of service?

A Yes.

MR. BALOUGH: | have no other questions.

JUDGE ALBERS: Thank you, M. Balough. Who
would like to go next?

CROSS EXAM NATI ON

BY MR. BOEHM

Q Good afternoon, M. Jones.

A Good afternoon.

Q My nanme is Kurt Boehm | represent the
Kroger Conpany. | would like to talk to you about
the distribution rates for DS-3 and DS-4 custoners.

How is a customer classified as either a DS-3 or DS-4

customer? Is it by billing demand?
A It is by their billing demand, yes.
Q Okay. So a DS-3 customer has a billing

demand between 150 and a thousand kW and the DS-4 is
over a thousand kW is that correct?

A DS-4 is one thousand or greater.

Q Now, in your exhibit Ameren Exhibit 12.3E,

on pages 1 through 3 of that exhibit, you can see
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various charges for DS-3 and DS-4 custonmers.

MR. FI TZHENRY: 12. 3?

MR. BOEHM 12.3 E. That exhibit has a | ot of
different numbers on it that | am not concerned about
so | have a handout.

May | approach the wi tness?

JUDGE ALBERS: Yes.

(Wher eupon Kroger Cross Exhibit
1.0 was marked for purposes of
identification as of this date.)

BY MR. BOEHM

Q Have you had a chance to | ook at this?

A Yes.

Q This is the -- | just took this fromthe
table in M. Higgins' testinmny on page -- page 5.

This shows the various distribution delivery charges
for all three conpanies for DS-3 and DS-4 customers.
And as we can see here, the DS-3 charges are greater
in every case, is that correct?

A Yes.

Q And in some instances they are al nost

doubl e. For example, for primary service voltage for
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AmerenClILCO it is 5.1 for DS-3 and 2.7 for DS-4, is
t hat correct?

A Yes, | see that.

Q You submtted testinony in the | ast
delivery services rate case for Anmeren, is that
correct?

A Yes.

Q And in that case | have an excerpt of your
testinony. | don't know if this needs to be marked
as an exhibit or not, but | would just like to show
M. Jones this.

JUDGE ALBERS: Okay, go ahead.

MR. BOEHM | apol ogize for the small print.

Q | would like to refer you to page -- or on
line 359, you write, "For purposes of devel oping
vol tage differentiated demand base distribution
delivery charges, the demand-rel ated cost for DS-3
and DS-4 are combi ned and divide by the combined
vol tage differentiated demands. Combi ning costs and
demands by vol tage recogni zes that conceptually
providing a kW of service to custonmers at a given

vol tage | evel costs the same whether the customer
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requires 150 kWor 2,000 kW" Do you see that?

A Yes.

Q Woul d anot her way of saying that be that
for any given voltage |level a DS-3 and DS-4 customer
costs the same to serve regardless of billing demand?

A Well, the billing demand starts to get into
the revenue side of the equation which this excerpt
does not address. Conceptually on a cost basis the
two -- the cost for serving a kW of demand woul d be
approximately the same. But it doesn't address the

revenue side of the equation.

Q Ckay. | would like to |Iook at this another
way . I f you assume that an AmerenCl LCO custonmer had
a billing demand of a thousand kW and this customer

woul d qualify for the DS-4 rate, is that correct?

A Yes.

Q Let's say the customer successfully
i mpl ements energy efficiency measures and reduces his
demand from a thousand kWto 600 kW  Would his total
di stribution delivery costs go up even though he
reduced his demand by 400 kW?

A Yes.
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Q You are aware that the Comm ssion addressed
this issue in its final order in the |ast case, iIs
t hat correct?

A Yes.

Q And you reference this in your surrebuttal
testi nony on page 23 -- | amsorry, let me go back a
second. | guess | wasn't clear. On page 175 of the
final order, this is referenced in M. Higgins
testi mony on page 7. Il will just summari ze. I n
di scussing this issue the Conm ssion wrote, "Ameren
shoul d address these questions in its next delivery
service rate case filing." And you talk about that
reference on page 23.

And essentially your point is that --

Il will just read. You refer to page 156 of that
order and state, "When Aneren files its next delivery
service" -- this is the Comm ssion talking. "When
Ameren files its next delivery services rate case,
assumng that filing is in 2009 or later, it should
provide sufficient information for the Conmm ssion to
either retain the current DS-3 classification or

adopt the DS-3 classification with the sub-cl asses
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proposed by Wal -Mart."

Now, isn't the Comm ssion referring to
a conpletely second issue in the reference that you
guote? Aren't they referring to the DS-3
subcl assification issue raised by Wal Mart and not the
issue raised by Kroger in the | ast case?

A | don't believe so. | believe they are
rel at ed. Because in the Conmm ssion order on page 175
it references the section on page 156.

Q And | understand that we are getting into
sort of the |egal meaning of the Conm ssion's order.
But aren't they referencing sinply that Ameren should
address this issue in the next rate case |like they
are ordering for the Wal Mart issue?

MR. FI TZHENRY: | do think we are getting
cl oser and closer to asking M. Jones for a |egal
concl usi on.

MR. BOEHM | will address this on briefs.

MR. FI TZHENRY: Thank you.

MR. BOEHM  That's all the questions | have.

MR. FI TZHENRY: Thank you.

JUDGE ALBERS: Thank you, M. Boehm
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M . Robertson?
OCh, M. Boehm did you want this

mar ked as a cross exhibit?

MR. BOEHM Yes, | move that Kroger Exhibit 3.0
-- or would it be cross exam nation Exhibit 1.07

JUDGE ALBERS: This is your first cross exhibit
t oday?

MR. BOEHM Yes.

JUDGE ALBERS: Ckay. Kroger Cross Exhibit 1.

MR. FI TZHENRY: That information is in the
record. | don't have any objection, just to point it
out to the judges.

JUDGE ALBERS: No objection then?

MR. FI TZHENRY: None.

CROSS EXAM NATI ON

BY MR. E. ROBERTSON:

Q Good afternoon, M. Jones.

A Good afternoon.

Q My nanme is Eric Robertson. | represent the
II1inois Industrial Energy Consumers. You
partici pated in Ameren's | ast DST case, | think we

have established already, is that correct?
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A That's correct.
Q And do you recall any of the percentage

increases that were proposed by Ameren for the DS-4

cl asses of the Ameren utilities in those cases?
A Vaguel y. | am not sure where they ended
up. | remenber --

Q Do you remember what you proposed? Any of

t hem

A | remenber | P proposed on the order of a
hundred percent. | don't remenber where that ended
up.

Q Woul d you be willing to accept subject to

check that, based on Schedule 20 to 22 in your
rebuttal testinony in that case, that we cal cul ated
that the Amerenl P proposed percentage increase to

DS-4 customers served at 138 kV was about 371

percent ?
A Yes.
Q 34.5 kV for about 130 percent?
A | am sorry, what was that percent?
Q 34.5 kV about 130 percent?
A Yes.
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Q And 12.47, 12.4 -- 12.47 kV about 1,153

percent ?
A No, | don't accept that one.
Q How about 115.3 percent? | was just

checking to see if you were awake.

A 115 is closer. Il will have to check those.

Q Now, in this case you had suggested that
t he Conpany's proposal for your across the board
increase is based on a number of concerns, including
concerns about the ability of customers to re-adjust
t heir budgets, is that right?

A That's correct.

Q And the increases that were proposed for
these DS-4 custonmers in the |ast case, did the
Conpany consider in determning its allocation of its
increase the ability of those customers to adjust
t heir budgets to meet those kinds of increases?

MR. FITZHENRY: Just to be clear, you mean the
final rate increases for DS-4, DS-3 customers?

MR. E. ROBERTSON: No, not the final. In the
proposal. These were proposed by the Conpany. | am

not representing that these were the ones that were
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approved. These were proposed in the rebuttal

portion of the case.

MR. FI TZHENRY: | don't understand the
guesti on. | apol ogi ze.
MR. E. ROBERTSON: Well, | would like to know

whet her or not the witness in the |ast case, and the
Conpany in the | ast case, gave any consideration to

whet her or not custonmers would be able to re-adjust

their budgets to nmeet these kinds of increases in

t hat case.

MR. FI TZHENRY: | object to relevance. It is
in that | ast case.

MR. E. ROBERTSON: No, the Conpany has
expressly stated in this case that it is concerned
about the ability of customers to re-adjust their
budgets. And |I would |ike to know whet her or not
that was a concern in the |ast case.

MR. FI TZHENRY: At the time that M. Jones
filed his rebuttal testimny?

MR. E. ROBERTSON: Correct.

MR. FI TZHENRY: | think M. Jones' rebuttal

testinony filed at that time speaks for the reasons
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why he was supporting those rates.

MR. E. ROBERTSON: Well, that's what we are
trying to find out, was that one of the
considerations in the | ast case.

JUDGE ALBERS: Objection is overruled.

A The customer's ability to pay is always a
concern. The voltage differentiated demand charges
are one conmponent of the customer's overall total
bill. And the 300 percent you quoted for the 138 kV
demand charge is a very small charge. | think it was
on the order of three to four cents per kWa nonth
than at the time we filed our previous case and
proposed that it increase up to the value somewhere
near what we see today of eight cents per kW That
value is, dollar-wise for a very |large customer who
woul d likely be connected to a 138 kV system, would
be very small.

BY MR. E. ROBERTSON:

Q In that case do you remember or would you
accept subject to check that, based on revenue
all ocation or increased revenues, the increase to the

DS-4 class in the IP case was roughly 230 percent?
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A | don't remenber.

Q Woul d you accept, | m sspoke, 216 percent?
But | would ask you to accept subject to check, and
my reference for you to check is IIEC 1.0 in that
case offered by M. Stephens at page 8, Table 1,
whi ch summari zes the revenue percentage increases for
t he Conpany from your Schedule 10.67

MR. FITZHENRY: Judge, | amtrying to be nice
about this, but I am going to have to object. W are
now asking M. Jones to accept subject to check
nunbers in another witness's docket fromtwo years
ago. | don't think that's fair.

MR. E. ROBERTSON: Well, but | think I have
explained to M. Jones that the table here is based
on his Schedule 10.6 and he can check it against that
schedul e or he can check it against the table. I

don't care.

JUDGE ALBERS: | will allow the question.
A | will assume you are reading this
correctly. So, yes, | will accept that subject to

check.

BY MR. E. ROBERTSON:
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Q Al right. | refer you to your rebutta
testinony, l|lines 100-101. Let nme know when you are
there, M. Jones.

A Yes.

Q Now, there you talk about the decision to
have an across the board increase in this case, and
you indicate that it was made before the class cost
of service study analysis was conpleted in this case,
is that correct?

A Yes.

Q Now, so at the time of the Conpany's
deci sion, the Conpany did not know whether or to what
extent the across the board revenue allocation
approach woul d create cross subsi dies between

cl asses, is that correct?

A Yes.
Q Do you agree that the across the board
approach will create cross subsidies, given Aneren's

cost of service study results?
A Yes.
Q And do you know whet her or not the

subsidies will be somewhat greater if I1EC s
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modi fication of the Company's cost of service study
is considered?

A Yes, they will be.

Q Now, at lines 101-103 you suggest of your
rebuttal testinony or -- | forgot where we were.

MR. FI TZHENRY: You al ready asked that
gquesti on.

Q | guess it is your rebuttal. You state the
Comm ssi on enployed an equalized rate of return
revenue allocation in the Conpany's prior delivery
service cases, is that correct?

A That's correct.

Q Now, regardl ess of whether or not the
Conpany's study is used or whether or not the IIEC
modi fied study are used, the across the board revenue
al l ocation does not produce an equalized rate of
return in this case, is that correct?

A That's correct.

Q Now, would you |ook at lines 172 to 178 of
your rebuttal? And there you discuss seasonably
differentiated DS-3 and DS-4 demand charges, is that

correct?
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A That's correct.

Q And you talk about the need to make a
further assessment of this kind of approach and you
suggest that no enpirical data has been provided to
substantiate this proposal, is that correct?

A Yes. The statement is M. Adkisson had not
provided enmpirical data to substantiate his position.

Q And what kind of empirical data did you
contenmpl ate there?

A Cost of service and revenue contri bution
toward the cost of service and how these custoners
contribute to the circuit peaks.

Q And why would it be inmportant to have that

type of data?

A Well, if we are going to introduce seasona
rates, presumably you will do so with cost of service
backi ng. | think it is consistent with the

Comm ssion's past practice of setting cost-based
rates.

Q And if this type of data had been provided
here, would you have been mpore receptive to this
i dea?
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A We woul d have had to evaluate the data,
eval uate the proposal, to see if the costs and the

revenue |ine up.

Q Now, | would like to direct you to |Iines
303 to 304 of your rebuttal. Are you there?
A | am t here.

Q And you indicate there that the proposed
transformation charge is within the cost range
provided in the |last DST case, is that correct?

A That's correct.

Q And | would like to direct you to lines 250

to 251 of your rebuttal.

A | am t here.
Q Now, | ooking at line 51 you are talking
about -- 251, 250 to 252, you are tal king about the

same transformation charge, is that correct?

A | am sorry, 251 is addressing the
transformati on charge. 252 starts tal king about the
reactive demand charge.

Q Right. The sentence that begins on 250
ends on 252, and that's the one that contains the

reference to the transformati on charge that you
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di scuss on lines 301 to 304, is that correct?

A Yes.

Q Now, | noted that at lines 250 to 251 you
suggest that the transformation charge is below the
range, and at lines 303 to 304 you suggest that it is
within the range. Which one is correct?

A The transformati on charge -- the statenment
t hat begins on line 250 is correct.

Q Now, | would like to refer you to |lines
147, beginning of line 147, and extending to line 223

of your surrebuttal testinmony. Are you there?

A Yes.
Q Now, is it a fair characterization of this
portion of your testimony -- is this an assessment of

the cost of serving the intermttent user such as
grain dryers in the DS-4 class?

A This is an assessment exclusively dealing
with the grain drying rate limted custonmers.

Q And also in there in between |lines 147 and
223 you conpare the cost of serving those custoners
to the costs of serving other DS-4 custonmers with a

more stable usage, such as manufacturers?
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A Yes.

Q Now, woul d you agree that your testinmony
denonstrates that the intermttent customers aren't
providing revenues comensurate with the costs that
t hey inpose even if one ignores the rate limter?

A In this example, yes.

Q Woul d you agree that the rate limter only
adds to this subsidy that exists?

A | believe that to be true for the DS-4s,
yes.

Q Now, would you | ook at lines 333 to 337 of
your surrebuttal ?

A Okay.

Q Now, would it be correct to say that if a
cost study is to be performed and used, Aneren agrees
that the recognition of the MDS can be appropriate?

A Ameren agrees that an MDS-based nmet hodol ogy
is valid.

Q And MDS in this case means m ni mum
di stribution systen?

A Yes.

Q Now, woul d you agree that in this case
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Ameren sinmply does not accept II1EC s computation of

t he MDS?
A Yes.
Q Now, the Anmeren cost study submtted in

this case as part of the Conmpany's 285 filing and
admtted into the record for the -- | hope they are
admtted into the record -- for the electric case,
were submtted without consideration of the MDS at
all, is that correct?

A That's correct.

Q And the only study in the case that would

consi der the MDS met hod under any circunstance is the

study that was -- the modified study offered by I1EC?
A Yes.
Q Last |ine of cross, M. Jones. Coul d you

| ook at -- | amreferencing lines 333 to 337 of your

surrebuttal again. Now, there you suggest that the
across the board increase elimnates or it obviates
the need to make a decision on the preferred embedded
cost study in this case, is that correct?

A That's correct.

Q Now, is it your primary reconmmendation that
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t he Comm ssion should disregard any evidence in the
record on cost of service and make no decision on the
merits of any particular cost of service study

approach?

A Yes.
MR. E. ROBERTSON: That's all | have. Thanks,
M . Jones.

JUDGE ALBERS: Thank you, M. Robertson.
CROSS EXAM NATI ON

BY MR. JENKI NS:

Q M . Jones, good afternoon or evening or
t oday or tonorrow. | am not sure which it is now.
But my name is Alan Jenkins on behalf of the
Commerci al Group, a nunber of your Anmeren's custoners
whose |l oad mainly falls in the DS-3 and DS-4 cl asses.

Since we were just dealing with your

surrebuttal and you probably have that handy, if you
could | ook at page 2, the second bullet, when
M . Robertson was asking you some questions about the
cost of service information, you stated that Anmeren
believes the Comm ssion should ignore all cost of

service information in this case. Nevert hel ess, if
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t he Comm ssion disagrees with that and decides to
take into account cost information, you state there
that the E-cost submtted by Anmeren should be used,
is that right?

A Yes.

Q And just to be used, that's the E-cost that
Ameren submtted as Schedule E6 in this case?

A That's correct.

Q Thank you. Now, going back to your direct
testinony on page 4 you start by listing the various
service classes. And | wonder, | see there is DS-1,
2, 3, 4, 5. Let's say an exanple of an el enmentary
school, a typical elenmentary school. Where would you
think they would fall?

A It depends on how | arge of a |oad the
school has. They could either be in the DS-3 class
or the DS-4 cl ass.

Q Something like a college or a university
m ght be a 4, a DS-4 then?

A A college or university would nore |ikely
be a DS-4. However, let me go back to the elenmentary

school . It is probably going to be a DS-3. A high
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school mght fall into nore a DS-4 cl ass.

Q Now, on page 12 of your direct, around |line
252 on, you start talking about a transformation
charge. And | wonder what DS-3 and DS-4 custonmers
incur a transformation charge?

A Al'l DS-3 and DS-4 customers incur a
transformati on charge unless they own their own
transformation equi pnment or rent it from the conmpany.

Q Okay. And just to understand, why don't
you explain what a transformation charge covers?

A Transformation provides the transformation
of voltage fromthe customer's supply line voltage to
the voltage used by the customer. For exanpl e, he
could have a 12 kV primary line out in front of the
street. There is a transformer that on the high end
connects the 12 kV and transfers the voltage down to
a secondary voltage, perhaps 480 volts, for use of
the delivery into the | ocation.

Q Okay. Now, just so | understand better, do
all high voltage customers have their own
transformation equi pnment or rent it from Ameren?

A Not all . Some do.
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Q Some, is it majority, mnority, would you
say?

A It depends on the utility. AmerenlP, it
m ght be one half or greater of the DS-4 cl ass.

Q Whi ch way, that have their own?

A They have their own. At CIPS and CILCO it
is not as common, and it is not common in the DS-3
class for customer ownership but it is -- it does
happen.

Q | am curious, how about the over a hundred
kV customers? Wuld they all have their own
transformation equi pnment ?

A Again, it is m xed.

Q Sim | ar or higher percentages than what you
just said?

A | don't know what the percentages are.

Q Okay. Now, if you could turn to Anmeren
Exhi bit 12. 7E and perhaps page 2, are you there?

A Yes.

Q Now, then line 51, Colum D, | guess this
shows that for AmerenClLCO, AmerenClILCO receives $2.6

mllion in transformati on charge revenue, right?
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A That's correct.

Q And that would be increased under the
Conpany's proposal to Colum G, 3.3 mllion annual
revenue, right?

A Yes.

Q Now, in the cost study that was performed,
isn't it true that Ameren allocated the
transformation revenue on a kW basis to the primry
hi gh voltage and above 100 kV cl asses, subclass, |

shoul d say?

A If | recall correctly, | believe that is
t he case.
Q And if you see the Colum D here, |lines 48

t hrough 50, if you total those up, the units kW for
primary and high voltage, transm ssion voltage, they
are roughly equal, line 51 of the transformati on kW,
right?

A Roughly, yes.

Q And is the idea -- why is there nothing
all ocated there to secondary?

A The demand charges are based on a

customer's supply line voltage. So it would --
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typically supply line voltage is before
transformation.
Q And so what, the transformation charge

itself then is considered along with the demand

charges?
A Yes.
Q For some historic reason. That's just the

way it is done, is that right?

A Well, it's the way it's done. It's the way
it was designed in the previous docket.

Q Okay. By the way, that brings up a good
guestion. The cost study that was performed in this
case, did you use the simlar methodol ogy that was
used in prior cases?

A Yes.

MR. JENKI NS: May | approach the witness?

JUDGE ALBERS: Yes.

MR. JENKI NS: Mark this Commercial Group Cross

Exhi bit 1. It is mainly just for speed of getting
t hrough this. | believe it is all in the -- well, it
will be all in the exhibit that M. Robertson has

asked be included.
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(WMhereupon Commerci al Group
Cross Exhibit 1 was marked for
purposes of identification as of
this date.)

BY MR. JENKI NS:

Q Do you recogni ze these pages?

A The format is fam i ar.

Q These are pages -- the first three pages
are three annual summaries for the three utilities,
correct?

A Yes, for the DS-3 and DS-4 custoners.

Q Yes, thank you. And | believe in someone
el se's testinmony they mention a data response that
the Amerenl P and AmerenCl LCO pages have the date 2004
whi ch should be 2006, isn't that correct?

A That's correct.

Q And the final page is AmerenClLCO s annua
summary of total plant in service, correct?

A Yes.

Q Let's first |ook at the page AmerenCl LCO
page 28-5. | believe it is the third page in this

exhi bit. If you |l ook at the DS-4 secondary col umn
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and if you go to line five, sales revenue, what's
pre-rates there mean? |s that before any rate change

fromthis case?

A | believe so.
Q Al'l right. Well, under the DS-4 secondary
colum, line 5, you see the number 53 and that means

$53, 000 of sales revenue was allocated to the DS-4
secondary group, is that correct?

A Yes.

Q And line 13 shows that the DS-4 secondary
class, according to this, should see a 3,729 percent
increase, right?

A That's what it is show ng, yes.

Q Now, if we could turn to the next page, the
Amer enCl LCO page 32-5 which on Iine 1 is |abeled
Total Plant In Service, on line 36 if we go again to
this DS-4 secondary colum, in the cost study Ameren
allocated $15.1 mllion in line transformation plant
costs to the DS-4 secondary group, correct?

A Yes.

Q And none of that line transformer cost is

all ocated to the primary high voltage or 100 plus kV
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for the DS-4, correct?

A That's correct.

MR. JENKINS: Thank you. No further questions.

JUDGE ALBERS: Thank you, M. Jenkins. And one
more with cross.

MR. STREETER: Judge, the Grain and Feed
Associ ation would waive cross of this witness.

JUDGE ALBERS: Al'l right.

MR. TOMC: Your Honor, | am Matt Tonc and |
have entered nmy appearance in this docket. M. Flynn
entered it for me this morning.

| just wanted to report that we have
agreed to waive cross tonmorrow for M. Adkisson with
regard to his electric testimny tomorrow. And in
speaking we cane to the conclusion that there may be
some issues that would be better debated in brief
than here in cross exam nati on. As part of that we
have di scussed the potential for admtting certain
data requests stipulating to their adm ssibility into
evidence. And we would prefer the vehicle to do
that, if we decide to go forward with that plan,

woul d be through a joint notion to admt those itens.
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But | did at this time want to report
to Your Honor that that m ght be a motion pending
this week.

JUDGE ALBERS: OCkay. Thank you.

Any further questions for M. Jones?

If not, do you have any redirect?
MR. FI TZHENRY: May | have a few mnutes with
M. Jones?
(Pause.)
JUDGE ALBERS: We are still on the record,

M. Casey is going to enter his appearance.

MR. CASEY: On behalf of Central Il1linois Light
Company, Central Illinois Public Service Conpany,
Il 1inois Power Company, Phillip A Casey, law firm

Sonnenschein, Nath and Rosenthal, 233 South Wacker
Drive, Suite 7800, Chicago, Illinois 60606.
JUDGE ALBERS: | don't think there were any
ot hers, but.
(Pause.)
JUDGE ALBERS: Back on the record.
MR. FI TZHENRY: We have no redirect. And | did

move for the adm ssion of M. Jones' exhibits.
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JUDGE ALBERS: Yes. Any objections? Hearing

none - -
MR. JENKINS: Also Commercial Group Cross
Exhi bit 1.
JUDGE ALBERS: Yes, the cross exhibit, too, is
still pending. Hearing no objections to any of these

exhi bits concerning M. Jones, CILCO Exhibit 12.0E,
CIPS 12.0E, I P 12.0E, 26.0, 50.0 are all admtted.
And there were no correspondi ng gas direct exhibits,
is that correct, M. Fitzhenry?

MR. FI TZHENRY: " m sorry?

JUDGE ALBERS: There were no correspondi ng gas
di rect exhibit?

MR. FI TZHENRY: No. | failed to mention Ameren
Exhi bit 50.1, too, when | said nmy recitation.

JUDGE ALBERS: Okay. So any of the attached
exhibits to those primary testinmony exhibits are al so
adm tted and Kroger Cross Exhibit 1 and Commerci al
Group Cross Exhibit 1 are also admtted.

(Wher eupon AnmerenCl LCO 12. OE
Amer enCl PS 12. 0E, Anerenl P

12. OE, Ameren Exhibits 26.0,
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50. 0, Kroger Cross Exhibit 1 and
Commerci al Group Cross Exhibit 1
were admtted into evidence.)
JUDGE ALBERS: Ils there anything further for
today? |If there is no objection, since everyone is
in town we will go ahead and start at 9:00 o'clock
tomorrow norning. Anything else? Hearing nothing,
then we will continue this tomorrow at 9: 00 o' cl ock.
(WMhereupon the hearing in this
matter was continued until June
10, 2008, at 9:00 a.m in

Springfield, Illinois.)

384



